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The drift of farm hands to the 
towns and factories demands 
more farm mechanization to meet 
Britain’s need for food. ‘ENGLISH 
Exectric’ has, over many years, 
made a special study of farm 
ciectrification, and the Company’s 
electric motors are used to power 
a wide range of labour-saving 
machinery, from automatic ham- 
mermills, threshers and balers to 
butter churns and water pumps, 


As well as helping farmers to 
supply more food to the shop., 
*EnGcuisH Evectric’ helps house- 
wives to conserve and prepare it. 
*ENGLISH ELectric’ refrigerators, 
cookers and mixers are making 
life easier in countless homes 
throughout the country. 
Wherever electricity can play its 
part, on the land, in industry or 
in the home, it is generated and 
adapted by ‘ENGiisH ELECTRIC’ 
for the benefit of mankind. 
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Trade, Not Isolation 


N Washington and Ottawa, at least, this is the time of year when 
men remember nostalgically the wartime plans for postwar 
economic reconstruction. The two-institutions born at the Bretton 
Woods conference—the International Monetary Fund and the Inter- 
national Bank for Reconstruction and Development—are now holding 
their annual meetings: These twins were to have been the means to 
a new expansionism, as well as a new security, in the trade of nations. 
The little interest now taken in. them in London can plausibly be 
presented as realism, but it is not on that account any less regrettable. 


It is an accepted commonplace that the world economy cannot be 
revived unless international capital can be found on a large scale for 
the underdeveloped areas. And, while the International Bank has 
disappointed some expectations, it has done enough to ensure that, if 
ever the revival comes, the Bank will be at least one important channel 
of investment. The Fund, it is true, has displayed as yet no such 
promise. But that does not make it any less indispensable. In the 
past three years, two committees of economists have been asked by 
the United Nations to report on the international action that might 
be taken to maintain full employment. The committees embraced a 
wide range of opinion ; Mr Kaldor and Mr MacDougall were, in turn, 
the British members. But the two reports had one thing conspicuously 
in common: both would make a changed Monetary Fund—though 
changed in radically different ways—the main instrument for prevent- 
ing a recession in one country from spreading uncontrollably to others. 
The significance of this agreement is surely too plain for the British 
Treasury to ignore. The sceptics may be right—the Monetary Fund 
may continue to be of little practical use; but if so, that will be because 
the sort of world in which Britain might attain solvency and a stable 
prosperity has not been created. If there is to be effective international 
co-operation in currency and trading policies, it will have to grow— 
in part—through the existing Fund. 


These are, admittedly, considerations for the longer run. Nothing 
that can decisively shape the immediate economic future will be done 
during the present meetings at Mexico City. But the glaring fault of 
British government since the war is that it has so rarely thought beyond 
the short run. ‘The Tories had time enough in opposition to prepare 
themselves to! correct this. Yet opinion in Whitehall seems still to 
remain stolidly indifferent while new approaches to the economic 
problem are continually being pondered outside. It is true that no 
approach can come to anything definite while the Presidential election 
campaign is being fought in the United States. But preliminary talks 
are not necessarily a waste of time—particularly when the continuity of 
American foreign policy will be maintained whether Governor 
Stevenson or General Eisenhower is the next American President. 


Mr Butler’s shunning of the opportunity for such talks is, to say 
the least, unfortunate. He alone, among the finance ministers of the 
leading countries, is not at Mexico City. In any circumstances, this 
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would be one more count in the indictment of selfish 
isolationism that the foreigner can draw up—with only 
a little misunderstanding—against British economic 
policy. The actual circumstances make it far worse than 
that. Mr Butler has remained in London in order to 
prepare for the economic discussions at the conference 
of Commonwealth Ministers. Whitehall is indeed 
buzzing with this preparatory work. Much has been 
done ; the preliminary agenda has gone out and been 
commented on. And while there are, no doubt, many 
official papers to be written, time is not desperately short. 
The full conference is still nearly three months ahead. 
If this must keep Mr Butler in London now, it suggests 
that the Commonwealth conference is vastly more im- 
portant, in the British Government’s view, than the inter- 
national financial meeting. This is certainly the inference 
that has been drawn in North America and Europe. It 
would be tactless to advertise such a view even if it were 
entirely sensible. In fact it is nonsensical. 


There is nothing to suggest that the London talks will 
be any less exploratory—though they will be on a 
narrower front—-than those at Mexico City. No doubt 
the Commonwealth Ministers will discuss the importance 
of making the sterling area’s earnings of dollars steadier 
-—and so the chances of inducing the Americans to alter 
their buying methods to that end. No doubt they will 
discuss development policies within the Commonwealth 
——and so their dependence on attracting American capital. 
No doubt they will discuss the routes by which sterling 
might be made convertible—and so the chances of getting 
the American Treasury to help to provide some stabilisa- 
tion fund. All this is interesting and important, but it 
hardly makes the Commonwealth conference decisive 
while discussions at which the United States is repre- 
sented are theoretical or preliminary. 


* 


Why, then, is the British Government making so mach 
fuss about it ? There are two possible explanations. It 
may be no more than a combination of window-dressing 
and wishful thinking. Before the summer recess, 
minister§ came to the conclusion—rightly enough—that 
some new initiative in economic policy was needed ; but 
they had no idea, or at least no collective idea, what it 
should be. Partly from sentiment, but perhaps more 
because it was conveniently far away, the Commonwealth 
conference became a means of focusing thought on the 
long-term problems about which ministers might agree 
—and an excuse for putting off the immediate decisions. 

This is probably the truth, but if so, British blundering 
is, once more, being mistaken abroad for something more 
astute. There are plausible reasons for that. The 
Beaverbrook Press and its odd ideas of an Empire econ- 
omic policy are always with us. More important, on 
both the Left and the Right there are fresh outbreaks of 
defeatism, rationalising the fear of competitive trade by 
a “realism ” that would have Britain stop trying to live 
by trading ; from this it is a short step to say that the 
sterling economy needs a stouter protective shell to isolate 
it from the world. Above all, a vocal section of the Tory 
party continues to press the Government to denounce 
the General Agreement on Tariffs and Trade in order to 
raise tariffs against the foreigner and provide wider 


margins of preference for Commonwealth trade. Every 
political party has a few such wild ideas, some hallowed 
paths for emotion and escapism. But although a Govern- 
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ment with a narrow majority does not openly challenge 
the wilder interpretations of party faith, it will do nothing 
whatever to put them into practice. 

Imperial preference has reached that status for British 
Tories. The party’s love of it cannot determine the 
Government’s deeds. Ministers have deliberately let it 
be implied that something may be-done about preferences 
at the Commonwealth conference. In fact such a policy 
would plainly promise nothing but harm, on balance, to 
this country ; it would infuriate all the Commonwealth’s 
allies ; and, whatever Britain wants, several members of 
the Commonwealth certainly will not touch it. This, pre- 
sumably, is what ministers are relying on. After the 
conference they will be able to imply to their supporters 
that they might have liked to extend Imperial Preference 
but other members of the Commonwealth were against 
it. Another possibility has, indeed, been mentioned. 
The idea of a tighter preferential system might be used 
as a bluff to show the Americans that they as well as 
Britain would suffer from a new dollar crisis ; a strategy 
so childish and so unnecessary will not, one must assume, 
be seriously entertained by any but the most inexperi- 
enced policymakers at Westminster. The theory that the 
cunning British are bound to try to produce some spare 
aces from their sleeves has already done damage enough. 
Poker faces at Mexico City, vague hints about important 
decisions to be taken in November, will do more damage. 


* 


The annual report of the Mi Fund shows again 
that, halting though they have .been, Mr Butler’s moves 
towards a more realistic economic policy at home have 
evoked a ready sympathy_abroad. His slogan “ trade, 
not aid” has perhaps been even more encouraging. But 
doubts about its real signi are growing. It is Mr 
Butler’s task to scotch them promptly. When a Con- 
servative Government talks about living without aid it is 
not, surely, thinking of the sort of “ independence ” that 
the Left-wing of the Labour party loves to dream about 
—the independence not of earning dollars but of cutting 
contacts with the dollar world to a minimum. 


Isolation cannot be the substitute for aid. And the trade 
that Mr Butler aspires to is not, surely, trade that is 
peculiarly concentrated within a fenced sterling area. 
Ministers should by now have learned enough of the 
economic facts to know that there is no such easy way 
for Britain. This is not to say that everything depends 
solely on stern domestic policies. There is a general 
dollar problem, there are structural weaknesses in the 
economy of the free world, that cam be put right only by 
international action. In that action the special arrange- 
ments among the sterling countries can play a useful 
part ; but they cannot be either sufficient or exclusive. 

The political framework for a closer economic associa- 
tion must be as wide as the western ity to which 
the whole Commonwealth belongs ; that is to say, it must 
for all practical purposes be almost as wide as the free 
world. Discussions within the Commonwealth are ex- 
cellent provided only that no one is allowed to regard 
them as in any way competitive with other talks. 1t 1s 
now too late to make the meetings at Mexico City an 
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Mossadegh . Fanatic or Strategist ? 


N Saturday last, Dr. Mossadegh broadcast from 
O Teheran a statement that put an end to a welter of 
rumours that had been ing through the capital about 
negotiation with Britain over oil. Earlier in the day not 
Britain alone, but Britain and the United States jointly, 
had published over the signature of President Truman 
and Mr Churchill an offer which they regarded as meet- 
ing him more than half-way. He at once turned it down, 

aking the decision entirely on his own initiative and giv- 
ing no reasons for it. He has summoned the two houses of 
Parliament on September roth and 13th to decide on a 
“proper ” reply. Persians suspect traps in any wording, 
however plain, and Mr Acheson has this week done well 
to try and make the western meaning crystal clear. But 
Dr Mossadegh has set the tone for a tart answer and, in 
the position which he has now built for himseif, that 
tone is difficult to gainsay. It is; “Either you 
negotiate on my terms, or else I cannot be answerable for 
the rise of Communism in Persia.” The western powers 
now have to decide how to meet this piece of blackmail. 


What are his terms? During the long and rambling 
conversations that he has held with American, British and 
International Bank visitors in the course of the last year, 
they have not always been the same. He is out for all he 
can get and therefore trims them, in oriental fashion, to 
the audience of the moment. Thus a basis suggested to- 
day may be dropped tomorrow. For instance, the basis 
of the Churchill-Truman offer of August 30th was a 
conversation with the British charge d’affaires on August 
14th ; during this talk, “ clarifYing ” his peremptory Note 
of August 7th, he said that he was prepared to go to the 
International Court for arbitration on the subject of com- 
pensation to the Anglo-Iranian Oil Company, “ though 
not on the question of the 1933 agreement or the validity 
of the nationalisation laws.”. He added that he needed 
funds, and that he was ready to discuss purchases of oil 
with the company. The Anglo-American Note therefore 
proposed, first, arbitration by the Court and, secondly, 
discussion with the company about getting the flow of oil 
moving. Subject to these two conditions, it offered to 
recognise nationalisation by buying the nationalised oil, 
to ease British restrictions on Persia’s use of sterling and 
to tender an immediate $10 million gift from the United 
States, to assist the nation financially until revenue from 
oil resumed its flow. 


The treatment which Dr. Mossadegh instantly meted 
out to this offer throws two points into prominence. 
First, the fundamental difference between the parties to 
the debate lies in their-attitude to the 1933 agreement, 
This the Persians regard as a dead letter, killed by their 
nationalisation law ; they therefore regard themselves as 
free to handle and sell as they oil which they once 
contracted to lease till 1993. le western powers, who 
have other such contracts in the Middle East, cannot 
admit the Persian thesis without damaging their 
position elsewhere. The second point that now 
clearly emerges is that Dr Mi » believing that 
he has the West on the rum on account of its fear of 
Communism, will continue to stall and haver in the hope 
of achieving his maximum demands, - 

Probably, therefore, Dr Mossadegh is holding out for 
more money. Possibly he also hopes that Mr Alton Jones 
a wise and responsible American oil man, who helped 


a * 
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Mexico with similar problems and who has just, at his 
invitation, been to Abadan—will magically proffer some 
means of producing and selling oil that will enable him 
to snap his fingers at the British and American govern- 
ments. But, whatever his reasoning it is now clear that 
there is no hope of any agreement of any kind unless 
every step towards it takes into account the streak of 
vanity that is to be found in every national character, 
but that is unusually marked in the Persian. 


* 


Failure to allow for this was the main mistake made by 
the Anglo-Iranian Oil Company, which paid too much 
attention to. technical efficiency, and too little to Persian 
susceptibilities ; the same failure marked the policy of the 
British Government during the years when, though a 
majority shareholder in the company, it never instructed 
the two government directors who represented it on the 
board to press for increasing the direct participation of 
influential Persians in the management. Today any 
proposition, however gilded with money, will likewise 
fail if it pays insufficient attention to Persian pride. 
Persians, excelling as they do in such realms as meta- 


‘ physics, dialectics and art, cannot believe that they are 


not proficient in all fields. The accident of their 
geographical position has increased their belief in their 
all-round capacity, for it has enabled them to conceal 
shortcomings behind a screen of dalliance with rival great 
powers, whose alternating overtures have afforded them 
an adequate diet of “something to turn down.” The 
combination of their nature, their geographical position 
and some misadventures at the hands of great powers 
has bred in them a pathological fear of interference ; an 
infinite capacity of blindness to their own weak spots ; 
and so much mistrust of one another that they are not, 
except under a dictatorship, capable of efficiently running 
their own home affairs. There are, therefore, only two 
methods of approach to them in foreign relations. One 
is to ride roughshod over them, a technique which suits 
Moscow but is no longer popular in Britain and is an 
un-American way of doing things ; the other is to bear 
their foibles constantly in mind. 


London and Washington, in devising their retort to 
Dr Mossadegh’s blackmail, have no choice but to do the 
latter ; and this seriously limits their range of bargaining. 
They are therefore entitled to inquire whether they can- 
not evade the blackmail. Is there, for instance, no alter- 
native to the Mossadegh regime? To their one-time 
hopes on this. score, the answer “ No” was effectively 
returned on July 28th ; on that day the Shah, by refusing 
to order the army to quell-the mob, cut the ground 
from under his own feet and under those of all possible 


rivals to the Mossadegh-Kashani alliance, Again, how- 


strong is Tudeh? Is it an immediate menace. against 
which the West must act at all costs ? Or is Dr Mossa- 
eXaggerating its strength and capacity? Opinions 
are divided. But if its present organisation and s 
are measured by the published Russian yardsticks that 
are available, it still seems to be some way from the stage 
at which it can with assurance assume power. Originally, 
ing to Lenin’s theses presented to the Com- 
munist International, the “ general basic tasks ” of Com- 
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munism in countries such as Persia began with 


a shifting of the relationship of forces in favour of the prole- 
lariat; emancipation of the country from the yoke of 
imperialism (nationalisation of foreign concessions, railways, 
banks, etc.) and the establishment of the national unity of 
the country where this has not yet been attained ; overthrow 
of the power of the exploiting classes at the back of which 
imperialism stands ; organisation of Soviets of workers and 
peasants and of a red army ; establishment of the dictatorship 
of the proletariat and peasantry. 


For parts of this programme, Tudeh has prepared or is 
ready. But unfortunate Russian experiences of immature 
coups in Asia—in North Persia in 1921 and 1946, in 
China in 1925-27—have led Stalin to make some amend- 
ment to the programme. Pravda wrote last July 


The defeat experienced in the first revolutionary war (in 
China) “fully confirmed the need for the Communists 
thoroughly to study the art ‘of war and to gain possession of 
the army. The army must be both the propagandist for and 
the carrier out of the party’s policy and the people’s rule.” 


The Tudeh coup of the future is likely to depend, there- 
fore, not on the proletariat and the universities, where 
lie the party’s present strongholds, but on the army and 
the peasantry in which, as far as can be judged, permea- 
tion is short of what is required for success. It is possib'e, 
iherefore, that the western bargainers have more time for 
preparation than Dr Mossadegh would have them believe. 


Thus the western powers, as they think out their next 
move, have the following data on which to build. They 


The Right 


T Margate this week the Trades Union Congress 
has been vigorously asserting the principle of the 
closed shop and at the same time expressing fears that the 
legal rights of trade unions are not all they ought to be. 
To the outsider, impressed by the enormous power of 
the unions, this seems an odd doctrine. But it is bound 
to have at least a sympathetic hearing from a Government 
anxious to be as friendly as possible with the unions— 
and grateful for the political moderation of the TUC’s 
General Council. But political expediency is not the only 
consideration. If the unions want to have one side of the 
medal reconsidered, it is surely reasonable to look at the 
other side too. If the legal rights of the unions in relation 
to other bodies deserve sympathetic examination, so also 
do the rights of the individual within the union. 


-If the phrase can be wrung free from all trace of 
innuendo, trade unions today are the sacred cow of British 
political life. Everyone, trade unionist included, feels 
free to explore, comment on and criticise all aspects of 
Parliament, the public corporations, in fact any organisa- 
tion whose activities impinge on public affairs. For the 
trade unionist, however, the process is strictly one-way. 
Many trade union leaders resemble, in this, the profes- 
sional soldier ; any criticism of the regiment must be 
made in private, and never by an outsider. But there are 
more trade unions than regiments, and their influence is 
immeasurably greater. The critical question has been 
taking shape for some time, as industry after industry 
has reached, or come near to, the condition of a “ closed 
shop,” in which all workers are union members. Objec- 
tionable as this is in liberal principle, it cannot now be 
quickly altered. And the practical problem of avoiding its 
worst abuses must, therefore, be faced. Does the 
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must take into account the mixture of pride and incapacity 
which has already Caused the present Persian regime to 
jettison most of its bulwarks against Communism anc 
against the menace of Russian domination that i: 
admittedly hates. But they can take heart from the 
thought that Tudeh’s incapacity to run the country is, 
for the time being, as great as Dr Mossadegh’s. They 
need not, therefore, instantly capitulate to his blackmai). 
They can tell him that their offer may save him, anc 
remains open; they can leave him, if he insists on ; 
better offer, to propose one that they could accept. They 
have time in which to match gambit with gambit. 

If, on the other hand, his dislike of the West is sc 
great as to blind him to all other dangers, if his fanaticism 
continues to swamp his political sense, and if he cannot 
learn in which direction the greatest lies, then they 
must recognise that the Communist advance cannot be 
stopped even by continually paying him money. The 
Americans and British must, therefore, continue their 
present close consultation ; indeed, they should extend 
their present agreement on tactics to the subject of how 
western interests in the Persian Gulf are to be safeguarded 


in the event of a Tudeh coup in Teheran. The . 


precautionary decisions that they need to take include 
consultation with Pakistan and Iraq—both of them deeply 
affected—about the military movements that might be 
necessary. They also need to plan support to the many 
good Persian nationalists who would flee south from 
Teheran if a Communist regime took over. 


to Work 


approach to the closed shop mean that the right to work 
has become a union prerogative, for them to grant or 
withhold ? If so, what are the safeguards available to 
the ordinary member, and are they adequate ? 

A union does not need to be a part of the Communist 
machinery of state in order to become tyrannical. The 
closer it approaches to the closed shop, the greater its 
opportunity for tyranny. The public becomes entitled 
to take an interest in the standards of internal union 
administration that affect the working rights of the 
ordinary member. Traditionally, the union’s organised 
strength is applied to the employer, who—also by tradi- 
tion—is assumed to be able to take care of himself. But 
if ever the union’s management claims the right to apply 
the strength of the union to workpeople, whether 
members of the union or not, in order to make them 
conform to the policy of the officials, the result can be 
tyranny ; neither in theory nor in practice has the worker 
any protection against his union. 

The closed shop puts an end to labour’s age-old cry 
for the right to work. The right to work becomes condi- 
tional ; the applicant for the job must be a member of 
the prescribed union. In a closed shop, each man start- 
ing work must hold a union card. He must never «isk 
the loss of that card, for if it‘should be taken from him 
his right to work is gone. Nor is this state of affairs con- 
fined to the strictly closed shops. If a man offends his 
shop stewards, he is likewise in jeopardy. After an 
unofficial strike earlier this in an engineering fac\ory 
the shops stewards compiled a list of union members 


of. whose conduct during the strike disapproved. 
Wherever the men on that list sg hg they will 
find shop stewards checking their names against (his 
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list and bringing pressure to bear on every management 
not to employ them. The unions have the apparatus of 
tyranny, even though they prefer to label it “ working- 
class solidarity.” In a Canadian “closed shop” case, 
Judge of Appeal O’Halloran put the situation in this 
way: “A man has a right to work at his trade. If 
membership of a union is a condition attached to working 
at his trade, then he has an indefeasible right to belong 
to that union. It must be so, or else the union can have 
no right to agitate for a closed shop.” But the statement 
that a man has an indefeasible right to belong to a union 
is certainly not good: law in the United Kingdom. 


The trade unionist’s stock answer to such criticism is 
that it is too legalistic. Trade union leaders, he says, are 
creating and making use of institutions based on common 
sense, shaped by the exigencies of the industrial situa- 
tion and governed by the general British sense of fair 
play. Democracy. is not a thing of blue prints and set 
forms ; the details of any democratic procedure, in politics 
as well as in industry, may be open to criticism. What 
matters is the final result. Does ‘union leadership in 
general reflect the views of the mass of the rank and file ? 
Do union leaders work towards an accepted industrial 
end? The defenders of the unions say yes. The more 
honest might add: “ Of course, there are a few unfor- 
tunate cases . . .”—but claim that reform is a matter for 
the unions to tackle in their own way and in their own 
time. 

“ 


That attitude is reasonable, up to a point. Trade 
unions in this country do not deliberately use their powers 
to drive the mass of the workers along a course which the 
workers do not want to follow. But the same can be said 
of most institutions. The majority of magistrates’ courts 
on the majority of occasions behave with innate justice. 
But some of the most difficult problems of justice are the 
problems of the exception, of the individual. In the case 
of the magistrates’ courts, for example, there are safe- 


guards for the individual in the shape of the higher courts. 


to which the individual can turn. Even the Civil Service 
allows appeals to the Minister. What are the safeguards 
for the individual trade unionist ? Suppose he is out of 
step with the policy of his union, or less militant-than his 
district organiser or his shop stewards think he should 
be. The trade union spokesman would say he has the 
protection of his union rules. Are they, really, a protec- 
tion ? 

The law reports- on this count are by no means 
reassuring. In the case of Abbott y. Sullivan (referred 
to in The Economist of February 16, 1952) the High 
Court ruled that no part of a man’s contract with the 
union committee that effectively controlled his right to 
work had been broken when that committee struck his 
name off the union list. As a result, Mr Abbott,.a corn- 
porter, found himself without legal redress and with no 
possibility of following his trade in London. It is not 
enough, therefore, to say that the safeguard for each 
union member lies in the rules of the union. There are 
many weaknesses in that shield. The rules may be 
ambiguous, or uncertain, The members of the committee 
may not operate the rules fairly. In the case of Mr 
Abbott, the union organiser whom he had’ assaulted sat 
with the committee when it considered whether 
Mr Abbott should be allowed to keep his right to work ; 
in the words of the trial judge, “1 would be surprised 


(o learn that this [the committee’s decision] was their own 
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unaided independent decision.” In the Canadian case 
mentioned above, at the general meeting of’ the union 
considering a resolution to expel a member—described 
by the chairman of the meeting as a “friend of the 
capitalist class *°—the names of the few who voted against 
expulsion were noted down; that at least has the 
appearance of intimidation. 


* 


No one wants to make the Courts an appeal tribunal 
for the domestic affairs of trade unions and trade 
unionists. Most trade union leaders would be up in arms 
if this were seriously suggested, and with reason. The. 
feeling of loyalty and comradeship is as important to 
industrial relations generally as it is to the union itself. 
But, if unions insist that they shall control so important 
a right as the right to work, then they have a case to 
answer when any individual can show that this power 
is misused—or even that it may be misused—in any way. 

This control over the right to work is not, of course, 
confined to the industrial trade unions. It exists in the 
majority of the professions ; but in the professions it is 
regulated, partly by statute, partly by recognised custom. 
Admission to the “ union,” or professional body, depends 
upon acquiring a certain level of professional skill ; but 
if the skill is there, admission is automatic. Likewise, 
a man may be ejected from the profession only if he 
commits one of a list of reasonably well defined profes- 
sional crimes, and the authority which judges such cases 
is required to act in a “judicial” way. For example, 
the disciplinary committee of the Law Society, which has 
considerable powers over solicitors, consists of practising 
lawyers, but they are appointed by the Master of the 
Rolls and an appeal from its decision lies to the Court. 


An exact duplication of this kind of procedure is 
probably inappropriate to the trade union world. The 
professions are small in numbers and much more homo- 
geneous in feeling as well as in their work. Yet the 
essential features of any body with power over the right 
to work should be the same in industry as in the pro- 
fessions. It should consist of working members, it should 
have both independence of mind and prestige because 
it has independence of mind, and it should go out of its 
way to exclude from its judicial activities anything which 
is not strictly relevant to the one essential question: 
Does the individual accused deserve to be deprived of 
his right to work because of some unfitness for the job ? 


The case of Mr Abbott does not make pretty reading, 
even in the law reports. There may be an adequate 
answer, but no one has yet given it. What is disquieting 
is the silence that responsible union leaders keep over 
all aspects of this problem. Perhaps union committees 
do rack their brains to find ways of ensuring that officials 
deal with their members on the highest standards of 
justice and fair play, in this as well as in other matters. 
If so, they do not breathe a word outside. Mr.Goldstein 
quotes in his recent book the remark made by Mr 
Ernest Bevin in his trade union days: “ Trade union 
ballots—and I would not say this in public—do not. 
reach the standard of a parliamentary election.” Why 
not say it in public ? The public has already made some 
shrewd enough guesses, and it is certainly interested, in 
more senses than one. But, no: the sacred cow must 
not be criticised. 

For those trade unionists who live in a world of strict 
and perp class war, the secrecy is understandable. 
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An army command does not discuss its shortcomings 
within hearing of the enemy. But the majority of trade 
- union leaders know that, today, the class war description 
of trade union activity is out of date ; its spirit is kept 
alive by the Communists because it is part of the Soviet 
war on social democracy, by others only because their 
thought ossified years ago. To the main political parties, 
the whole subject of trade union organisation is dynamite, 
and each fears that it might’ be the more seriously 
damaged if the charge ever went off—a state of mind 
for which union leaders must accept some responsibility. 
But there is no necessity for the first move to be political 
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or for it to come from the outside. The unions them- 
selves could a an independent commission to mak« 
recommendations for a standard code, for a member.’ 
charter of rights. It would even be possible for a trade 
union MP to introduce it in the form of a private 
member’s Bill. It is a pity that union leadership doc; 
not see how much its general prestige would be increase 
by such union initiative. The entire “closed shop ” 
issue could be faced more confidently, and more exclu- 
sively on its own merits, if the unions had a cleaner bi/! 
of health in their consideration for the freedom of 
individual members. 


Eastern Trade and Western Politics 


ng mee oth was the day tentatively fixed by the 

Economic Commission for Europe for renewed con- 
sultations on East-West trade. Experts from both sides of 
the Iron Curtain were to meet and talk over the possibili- 
ties of expanding their commercial exchanges. The 
Western governments agreed. The Soviet Union took 
no notice whatsoever of the.invitation. The talks, there- 
fore, will not take place. Yet at the very time when the 
Secretary of the ECE was sending his last unavailing 
telegrams to Moscow, an influential body of Americans— 
the United States Council of the International Chamber 
of Commerce—published a memorandum, urging their 
fellow countrymen to understand the dilemma of other 
western nations who need to trade with the East and to 
relax American opposition to certain forms of commerce 
across the Iron Curtain. 


For keen collectors of specimens of political irony, this 
conjunction provides a museum piece. The year 1952 
has been shrill with Communist cries that vast markets 
lie in the Soviet sphere for the goods Western Europe 
needs to export, and that its economic health is being 
directly endangered by such monuments to ideological 
intolerance as the American Battle Act—the Congres- 
sional prohibition on the extension of American aid to any 
nation trading indiscriminately with the East. At the 
same time, the Americans have undoubtedly used their 
influence, particularly since the outbreak of the Korean 
war, to check East-West trade. The Battle Act is only 
the most public example of a pressure that has been 
steadily exercised. Yet now it is the Russians who will 
not discuss trade and it is the Americans who are having 
second thoughts. 


The sudden change of front is not, however, as con- 
fusing as it seems. The Russians have not, in fact, 
changed their front at all. The reason why they would 
not discuss East-West trade with competent officials 
under the umbrella of an impartial organisation is that 
they prefer to discuss it with the Dean of Canterbury in 
@ general atmosphere of economic ballyhoo in Moscow. 
Their conference earlier in the summer was intended 
very largely for propaganda purposes—and may have had 
one undesired effect, that of making responsible 
Americans aware of the inconsistencies of the Battle Act. 
But if the carefully stage-managed economic conference 
was largely propaganda, it had a serious purpose. There 
are products which the Soviet zone—and China— 
urgently need from the West. They want, as does 
every other relatively backward area, the capital goods 


and the raw materials necessary for economic expansion. 
In return, the Soviet half has primary products to offer— 
Soviet wheat and fodder and timber, Polish coal and 
foodstuffs—which Western Europe cannot easily obtain 
elsewhere. 


The Russians have, moreover, political motives for 
maintaining this trade. In the Soviet system, trade rein- 
forces political policy and it is policy that makes peace, 
war or cold war. East-West trade, if it can be canalised 
through single buying and selling agencies—the Soviet 
ideal in trading technique—can become a strong instru- 
ment of political pressure and, at the same time, a steady 
source of finance for Communist organisation and pro- 
paganda in western countries—as the Italians have dis- 
covered. The Russians also appear to hope that Chinese 
trade with the West can be managed through Sovict 
channels. They have precise and important interests at 
stake in East-West trade, provided that its content and 
organisation conform to their pattern. 


There is no such clarity on the Western side. Nor is it 
possible that there should be. The free world made up 
of free nations, each pursuing its interests more or less 
freely, cannot oppose a sue uniformity to the imposed 
conformity of the Soviets. It would be impossible to 
secure an identical reaction to East-West trade from, 
say, the United States on the one hand, whose interes's 
in East-West trade are almost nil, and the Scandinavian 
countries on the other, whose present dependence upon 
Polish coal is complete. To this natural divergence have 
been added, moreover, a couple of economic and politica! 
twists which in recent years have only served to exciic 
emotion and darken counsel wherever East-West trace 
has been discussed between the western partners. 


The difficulty does not spring from the scale of a 
West trade. It is small absolutely—exchanges with 
Eastern Europe represent only about 3 per cent of 
Western Europe’s total trade—and it is much smaller 
than before the war. The volume of Western Europe’s 
imports has fallen over two-thirds, its exports by about 
a half. The problem begins with the nature of tle 
exchanges. The Eastern negotiators have made it in- 
creasingly clear that they are interested in capital goods 
and strategic raw materials, and in not much else besides. 
Whereas all western exports of consumer goods have 
fallen off drastically, more machinery is being exporicd 
to the East than before the war, transport equipment has 
maintained a high’ level and raw material purchases; 
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above all from the sterling area are also considerable. 
The Russians thus seek just those goods which the United 
States would wish to see banned or reduced in order to 
avoid any strengthening of the Soviet economy. The 
goods the eastern sphere offers in return are again small in 
quantity but vital in quality. Polish coal may grow less 
important to Scandinavia, Italy and Austria as British 
coal exports increase, but the only alternative sources of 
supply for wheat, coarse grain and timber lie in the New 
World and must be paid for in dollars. 


* 


It is at this point that the political. twist begins to 
affect the economic argument. Confronted by the Battle 
Act on the one hand and the scale of the American tariff 
on the other, the exasperated European can say: “I am 
not to sell to the East. I am not.to buy food and fodder 
and timber in return. But will you tell me how to buy 
them elsewhere when the only possible supplies are walled 
in by tariffs? Do not urge me to abandon East-West trade 
while at the samé time you keep up artificial barriers to 
trade between allies, otherwise your pressure will force 
up my prices, induce inflation and end in unemploy- 
ment.” This is the mood which Moscow hoped to exploit. 
It has also undoubtedly helped the United States affiliates 
of the International Chamber of Commerce to plead for 
a more flexible American attitude towards East-West 
trade. 


If this were the end of the problem, it would be enough 
for Western Europe to hope that the sensible attitude of 
the United States Council would win the day in Congress 
—the Administration has always taken a more ‘balanced 
view—and to continue to develop East-West trade 
wherever benefit promises for both sides. But the issue 
in fact is deeper. Although one may deplore the crudity 
of some Congressional interventions and doubt their 
political honesty, the various amendments designed to 
check East-West trade have raised a serious point. Is it 
really in the interests of the West to strengthen the Soviet 
Union by exporting to it the capital equipment and the 
primary products needed to expand its economy ? The 
next twenty years will be ones of unprecedented strain 
if Russia is to raise its industrial production by 80 per 
cent, its agriculture by 45 per cent, its consumer goods 
by 6§ per cent, and at the same time monopolise the 
economic development. of China and enter the Asian 
markets as a supplier of capital goods on credit and on a 
vast scale. All this is implicit in Russia’s programme. 
Is it in the western interest to encourage and help the 
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trend ? It is not rather the relative backwardness of the 
Soviet economy that is the West’s best hope, not only 
of discouraging Russia from risking war, but of winning 
the cold war by wooing China into neutrality between 
East and West and by bolstering Asian independence ? 

Nor does it seem wise to make Soviet supplies an 
essential factor in western econommes. As past experi- 
ence has shown, such supplies can be turned on and off 
for political purposes, whereas alternative sources take a 
long time to create. Moreover, the whole trend of Com- 
munist economies is towards industrialisation and 
towards the elimination of such surpluses of primary 
products as the western nations require. To assume a 
continued flow of Soviet grain and timber is to assume 
that the gigantic growth planned for the Soviet economy 
will not create for it the problem of scarce primary sup- 
plies forecast for the western world in the Paley Report. 
A Soviet economy running short will not have much 
available for would-be western purchasers. 


* 


These facts suggest the necessity of a new approach 
to the problem of East-West trade. Hitherto popular 
American attention has been concentrated upon checking 
western exports, indifferent to the crucial problem of 
western imports. The new approach needs to concentrate 
rather on the vital problem of these supplies. In the short 
run, such an approach would induce, as the United 
States Council suggests, a moderate and flexible attitude 
towards East-West trade, the West importing as much as 
is economically and strategically important to itself and 
giving away as little as possible of economically vital 
supplies in return. In other words, the hardest bargain 
possible should be struck. 


Rightly understood, the problem of East-West trade 
is therefore simply one facet of the much wider problem 
of overcoming the dollar gap in an expanding world 
economy. Hitherto, lack of this understanding has in- 
jected impatience and bitterness into western exchanges 
on the matter, with American public opinion overlooking 
Western Europe’s vital need for imports, the Europeans 
harping on tariffs and the Battle Act and forgetting the 
generous American aid which the Battle Act sought only 
to control. If the western world would face the im- 
perative need for expanding primary supplies and creat- 
ing sources beyond the influence of the caprices and 
exigencies of Soviet trading policy, then East-West trade 
might ultimately become so marginal that its political 
importance would vanish. 
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NOTES OF 


Three to One for Arms 


The Trades Union Congress on Tuesday endorsed 
rearmament by a bigger majority than anyone had dared to 
expect. The relevant section of the General Council’s report 
deciared firmly that “ the greatest possible measure of rearma- 
‘ment must be carried out within the limits of our power to 
find the means.” It was approved by 5,597,000 votes to 
1.45§0,000—a majority of more than three to one. 


This, after all the uncertain turns of opinion during the 
past few months, is a famous victory for the good sense to 
which the British trade unions almost always come round in 
the end. The victory is not, admittedly, quite so clear-cut 
as the voting figures might suggest. Good sense was aided, 
as usual, by some astute manceuvring from the leaders. The 
four separate votes on the rearmament issue took such a form 
that at no point were all the various critics of rearmament 
united in opposition to the General Council. The critics 
seemed, indeed, to be confused. Surprisingly, the first reso- 
lution, which came nearest to expressing a Communist view, 
attracted more votes than any other expression of discontent 
with rearmament ; but it was defeated by 6,041,000 votes 
to 1,887,000. This represented more or less a full trial of 
strength. On the fourth vote—the actual endorsement of 
rearmament as expounded by the TUC—delegates represent- 
ing nearly a million votes abstained. 


Their confusion does not, however, alter the fact that the 
critics of rearmament among the trade unions have proved 
to be decisively in a minority. The amendment that seemed 
to represent Mr Bevan’s point of view attracted only 
272,000 votes—although its weightiest champion, Mr Birch, 
had been careful to avoid giving any support to Mr Bevan 
personally ; on the contrary, he deprecated a feud that was 
doing so much obvious harm, and he insisted that the point 
at issue was merely one of degree. Whatever other con- 
clusions may be drawn, the debate at Margate was a plain 
rebuff for Mr Bevan ; his popularity with the constituency 
Labour parties must, however great it proves to be, seem 
rather a hollow consolation. The support of what the Man- 
chester Guardian has called “the suburban socialists of 
Merton and Morden” is probably owed as much to his 
association with the intellectual malcontents of the Left as to 
his own powers of leadership. It represents no power within 
the Labour movement; and it cannot even give much 
emotional satisfaction to the mystic with roots at Tredegar. 


* * & 


Forward with Wage Claims 


The debate on wages at the Trades Union Congress 
was no worse, from Mr Butler’s point of view, than he must 
have expected. It was, indeed, a little better than might 
have been feared after the engineering employers had been 
so tactless in their repetition last weekend of the refusal to 
consider any increase In pay in response to the claim by the 
Confederation of Shipbuilding and Engineering Unions. The 
phrasing of the refusal, which reflected closely the arguments 
for wage restraint used by Mr Butler, had made the union 
delegates at Margate think that the employers had asked 
the Government for advice. All the familiar suspicions of a 
Tory Government, in league with the bosses against the 
workers, were thus revived in spite of the trouble that Sir 
Walre@Monckton has taken to be sympathetic to the unions. 
The Communists were provided with many useful talking- 
points, and any real insistence on moderation by the General 
Council of the TUC became impossible. “ 


The formal resolution, advocating some qualified restraint 
in wage demands, was passed by a large majority. But its 
supporters. included some unions that had voted against the 
General Council on a resolution opposing any kind of wage 
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restraint. The majority against this declaration of irrespon- 
sibility was less than two to one. Moreover, most of the 
ineering unions are undoubtedly determined to show their 


engineering 7 

teeth by stopping all overtime working. Though the genera! 
unions, with members in the engineering industry, are 
opposed to such action, they are in a minority in the councils 
of the confederation. 

Few unions are as militant as the engineers, but the debate 
at Margate left no doubt that all are determined to press 
their claims until they somehow get the increased pay that 
seems to them just. The adjective provides no definition of 
a wages policy. There is only one way to distinguish between 
wage advances that are “reasonable” or “ justifiable” and 
those that are excessive. That way is to argue out the claims 
before an independent tribunal. The Margate debate was 
moderate enough to make it likely that most unions will 
accept the results of arbitration. And there is no doubt that 
arbitration tribunals, like the independent members of the 
wages councils, will continue to think that moderate advances 
in wages are “ justified ” by the rise in the-cost of living. It is 
this that makes the engineering employers’ stand for the 
national interest in wage stability"seem beside the point. The 
issue will no doubt go in the end to some sort of arbitration, 
and the engineering unions will be very foolish—as well as 
unpatriotic—if in the meantime they threaten so much that 
they cannot accept the results of arbitration without climbing 
down further than dignity allows. 


* * * 


In Place of Bevanism ? 


This week Mr Bevan’s friends have professedly brought 
“ up to date” the argument of their declaration last summer— 
the famous exposition of the “ One Way Only.” But this new 
pamphliet—“ In Place of Dollars,” * written by Mr Harold 
Wilson—is in fact more reminiscent of Mr Bevan’s own 
political testament. That is true not only of the title ; the 
pamphlet reflects in miniature the rambling quality of “In 
Place of Fear.” The parallel in the thinking of the Left 
between fear and dollars might provides fascinating materia! 
for the political psychologist. 

The pamphlet ranges widely over the causes of the British 
crisis, the achievements of the Labour Government and the 
wickedness of the Tories and Mr Gaitskell. As one would 
expect from Mr Wilson, one or two shrewd points are made. 
But in general the pamphlet is polemical without being force- 
ful and partisan without being stirring. Rearmament is no 
longer in itself a sufficient issue to give unity and direction 
to the pamphlet, and the Bevanite case contains nothing else. 
Mr Wilson mentions the general need for investment overseas, 
which he has argued elsewhere, but excludes it from the four 
principles of his “plan for Britain,” presumably because 
large-scale investment so obviously depefids on getting the 
dollars he wants to replace. The replacement is to be achieved. 
of course, by developing non-dollar supplies, increasing Im- 
perial Preferences and trading with the East. For the rest. 
the rearmament programme should be cut (no firm figures 
ate given) and there should be more controls and morc 
nationalisation. The only unfamiliar point in the-argument is 
Mr Wilson’s odd belief that unemployment “ is spreading in- 


_ exorably across the country ” and Britain is therefore facing 


“another 1931.” 


_If all this really is the “up to date” argument, Labour's 
ginger group has indeed run out of ideas. The one meaning 
that might possibly be read between the lines of the pamphlc! 
is a wish to give up any distinctive doctrine and to make 
peace with the more orthodox Labour leaders. 


* Tribune pamphlets: 6d. 
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Dry-Cleaning the Party? 


In the official commentaries on the proposed new statute 
of the Soviet Communist Party, as in the statute itself, there 
are striking puritanical refrains, Reference is constantly 
made to sins of slackness, ostentation, loose morals, nepotism 
and dishonesty which are apparently prevalent among many 
party members. Great stress is also laid on the need for 
criticism and self-criticism. It is declared that whoever can- 
not tolerate criticism or is guilty of sins cannot remain in 
the Party. 

Such statements seem to foreshadow a thorough cleansing 
of the ranks. Yet this operation is unlikely to have the 
political character of the notorious purges in the 1930s. There 
is no longer an active, nor even a suspected, opposition to be 
eliminated ; what may be intended is rather a sifting of the 
greatly swollen party membership, At the last party congress, — 
in 1939, it was officially stated that party membership did 
not exceed 2.§ million. Since then the total membership 
has risen by at least 4 million. 

True, 1939 marked the end of an ebb tide. The purges 
had left great gaps, but afterwards new members were 
again admitted. Their numbers grew quickly and the war 
turned out to be a propitious recruiting period. For the 
soldier at the front admission to the party was made much 
easier. Standards of recommendation were lowered, and the 
period of party novitiate was cut from one year to three 
months. - Total membership was less than 4 million on the 
eve of the war, but according to Mr Malenkov it had risen 
in 1947 to about 6.3 million. Such a swelling of the ranks 
led ta a great decline in discipline. A number of “ undesir- 
ables” must have crept into the party, which is required to 
be a well organised, obedient and devoted instrument. What 
it had gained in numerical strength, it must partially have 
lost in cohesion. The stage now seems to be set for a tighten- 
ing up. To regain its former discipline, however, the party 
will require not bloody purges but perhaps a seasonal dry- 
cleaning. 

* * * 


Instead of the Politbureau 


Last week Mr Kruschchev, who will be the official 
spokesman on changes in the Soviet Communist party’s statute 
at the forthcoming congress, gave an authoritative commentary 
on the draft amendments which have already been published. 
Simultaneously the Central Committee instructed 
members to discuss and criticise the draft of both the five- 
year plan and the statute. This sudden appeal for frank 
criticism may prove to have surprising results, since many 
party members are too young to remember what penalties 
may be incurred by too liberal an exercise of critical faculties. 
For the moment, however, no criticism has been forthcoming 
or, at least, it has not as yet been sifted by the proper authori- 
ties. To interpret the proposed changes in the party struc- 
ture is still largely guesswork: One thing, however, seems 
clear: on paper, at least, it looks as if the Central Com- 
mittee will gain much strength. This committee of over 
70 members is elected at each congress to direct the party 
until the next meeting. Since the maximum interval between 
congresses has been officially extended from three to four 
years, the life of the Central Committee is likewise pro- 
longed. All-Union conferences, which were also empowered 
to change the composition of the Committee, are now 
abolished. The Party Control Commission ceases to exist as 
a separate unit and is absorbed by the Central Committee, 
which will have its own agents, independent of local authori- 
tles, to supervise the work done, 

All this looks like further centralisation of control. The 
central authority should see to it that no deviations, no slack- 
ening are allowed at the periphery ; but into whose hands 
will the Central Committee delegate its increased power? 
Hitherto, real control was exercised by the Poli . 
assisted by the Orgbureau and Secretariat. Now the two 





541 
former are merged into one new Presidium. This change, 
Mr Kruschchev asserts, is only nominal since the new Presi- 
dium corresponds more closely to the actual functions of its 

. Why is this so, and since when? Could this 
be the sole reason for dropping the notorious name of Polit- 
bureau 35 years after it was set up? But according to Mr 
Kruschchev no significance should be attached either to the 
dropping of an éven more celebrated title—Bolshevik. Stalin, 
however, clung to the name even when he was wiping out 
the remnants of the Bolshevik Old Guard. The Soviet Union 
is probably approaching changes much more profound than 
Mr Kruschchev would care to admit. 


* as * 


Mr Draper Reports 


The first report submitted to the President by Mr 
Draper, US Special Representative in Europe, is a concise 
and forthright document. It both summarises, in language 
for the layman, the progress of the last six months and gives 
a warning that the economic pillars of the Atlantic alliance 
still rest on fragile and temporary foundations. 


The report does not neglect the remarkable achievements 
of the period: the creation of the Schuman pool, the progress 
towards the European Defence Community and the rescue 
operation performed on the European Payments Union. 
But it is much more concerned with the shortcomings and 
the failures: the “stretch-out” in the timing of defence 
programmes, the American foreign aid cuts, the purely 
“temporary” answer that the EPU settlement provides, 
and above all the continued inability to find-a cure for 
Europe’s most persistent maladies—financial instability and 
the dollar gap. 


Of the two ailments, Mr Draper considers the balance of 
payments the more serious. “Unless a balance can be 
restored there is real danger of a deep and perhaps dis- 
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Advertising pays... whom? 


Would it pay me to advertise? Can I handle my 
own advertising 1 What does it cost to employ an agent 1? 
What do I get from an agent ? Is it true that once you 
start advertising you have to keep it up ? Can I advertise 
in overseas publications ? How much advertising can 
I do for two thousand pounds t What are the pros and 
cons of direct mail advertising in my business ? 


These are only a few of the questions you are likely 
to want answers to before you know exactly what to do 
about your advertising. 


Through the post it would take you about twelve 
months to arrive at the answers to these questions. 
No business with an advertising problem can afford to 
wait as long as that. But you could settle the thing in 
an hour by talking it over with somebody who knows— 
or can get you—all the answers. So why not come along 
for a chat when you are next in London ? 
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astrous fissure between the economies of Europe and 
America.” He suggests once agaih that trade not aid is the 
solution and that “drastic and complementary actions on 
both sides of the Atlantic” will be required. The nations 
of western Europe will have to produce at more competitive 
prices and some of them, it is implied, should take sterner 
measures against inflation. For its part the United States 
will have to buy more—a great deal more—and invest 
energetically overseas. 

Hitherto no American official has stated quite so lucidly 
the thesis that America’s allies to be of any real value must 
be solvent. There have always been men in US government 
circles who realise how undesirable is the client-patron 
relationship ; but until now none of them has said that the 
relationship is in the long run an impossible one, that the 
United States cannot build its military alliances with nations 
that periodically face economic breakdown. 


* * * 


Houses for Sale 


Last week the Minister of Housing took two steps to 
encourage the private ownership of houses. The first was 
io give general consent to the sale of council houses by 
local authorities ; ministerial approval for each sale was 
necessary under the 1936 Act. Sale is only permitted, how- 
ever, subject to certain conditions which are intended to 
protect the ratepayers from sales at a loss, and to avoid 
profiteering on the part of purchasers. No house built before 
1945 may be sold at less than twenty times its net annual 
rent and no postwar house at less than the full cost of building 
it. No purchaser of a council house may resell it for five 
years at more than its purchase price, and the first offer of 
resale must be made to the local authority. 


These conditions, however necessary, reduce the attractions 
of buying a council house so long as money is falling in 
value. Perhaps the average occupant of a council house 
does not think along those lines ; but he will certainly reckon 
his weekly outgoings as an owner compared with his rent 
as a tenant. As owner of a postwar house he would have 
to pay a building society 43 per cent on about {1600 (if he 
borrowed the whole sum, as he perhaps could), repay the 
capital over 20 years, and meet maintenance costs at, say, 
£15 a year. He would, therefore, be paying about {2 Ios. 
a week for a house which he formerly occupied at a sub- 
sidised rent of perhaps 25s. He may consider this a high 
price to pay for security of tenure and freedom to paint 
his front door as he likes ; and he may not regard a council 
house either as a readily saleable asset or as an heirloom 
that he wants permanently in the family. A prewar house 
might be a better proposition if it is sold at the minimum 
price, which would probably be around {500. But people 
are far more likely to dream of renting a postwar house than 
of owning a very inferior prewar one. 

It seems unlikely, therefore, that local authorities will be 
able to sell many of their houses; it is, none the less, all 
to the good that the power to sell has been made more 
fiexible. It will be a pity if that flexibility is offset by rigid 
ideas, and if the sale of council houses merely becomes an 
issue of local party politics—which, unfortunately, it may 


often be. 
- + . 


More Private Building 


The Minister of Housing’s other new step towards 
encouraging house ownership is his request to local authori- 
ties to say how many more licences they would grant for 
private building if these were not at the expénse of their own 
building programmes. At present the local authorities get 
2 batch of licences and decide how many of these to keep for 
their own housing and how many to give for private building. 
According to Mr Macmillan’s instructions of last December, 
they may issue private licences up to a ratio of one to one with 
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council houses; but by June of this year the new housing 
contracts were showing an actual ratio of only one private 
licence for every three council houses—the ratio that the 
Ministry did in fact expect. 

Some local authorities have pointed out to.the Minister that 
after they have provided for their own housing programme 
and issued the rest of the licences for private building, there 
is still an unsatisfied demand for licences. Building firms 
have supported their claim that building labour is available, 
without prejudice to local authority work ; some small firms 
tend to be idle now that the trade in repairs is less brisk. 
The Ministry’s regional officers will weigh up such local con- 
ditions and tell the local authority how many additional 
licences it may grant. Mr Macmillan certainly misses no 
opportunity to put more houses under construction ; it must 
be particularly disconcerting to his. political opponents that 
the greater emphasis on private building cannot be said to be 
at the expense of the housing estates. 

* ~ + 

The Housing Spiral 

Some plain words about housing policy have been 
voiced at the summer school of the Town Planning Institute. 
Professor Stephenson declared bluntly that 200,000 houses 
a year is the most the nation can afford. While the public 
authorities strain every effort to build more new houses, the 
older houses are allowed to fall prematurely into decay. 
Private landlords can do little to stop this until the Rent 
Restriction Acts are revised. If the Government will not 
amend the Acts, then the only possible alternative, as Pro- 
fessor Stephenson pointed out, is for local authorities to take 
over and repair obsolescent house property. So far, only Bir- 
mingham has had the powers or energy to pursue this course 
on an effective scale. Surely the Government cannot let 
the position deteriorate still further without promoting one 
of the possible remedies ? 


Sir George Pepler’s criticism cuts even deeper. He brings 
the weight of a long official experience to his contention 
that the large housing subsidies are a direct cause of waste- 
fulness and inefficiency in the building industry. The 
builders have in effect been removed from the normal 
economic pressures of the market. The Government’s desire 
to build new houses seems to be so strong that it will stretch 
subsidies indefinitely to cover rising costs, and the low pro- 
ductivity of the building industry goes uncorrected. 


The very poor record of the building industry since the 
war in turn makes the Government’s housing programme 
less economic and less possible to justify. The speakers at 
the institute’s summer school have put their finger on the 
two weak points in this vicious spiral—the bad effect of 
indiscriminate subsidies and the absurdity of neglecting al! 
housing but new housing. 


* * * 
Clash Over Krupp’s 
For contrary reasons, indignation has been expressed in 
Britain and Germany about the latest measures to deal with 
the Krupp family fortune. The clash of opinion in both 
countries reflects an extremely complicated economic and 
political situation that it will be hard to disentangle to any- 
body’s satisfaction. The Krupp affair is part of the 
Allied attempt to break up the Ruhr heavy industrial 
combines and regroup them into smaller, but still 
efficient, units. In spite of German complaints about 
the way in which an integrated ion system was being 
shattered, the record of the Ruhr over the past few years 
indicates that no lasting damage has been done to the con- 
cerns by Allied measures. 
The Allies also set out to prevent any future concentration 
of power in heavy industry and, in particular, 10 


bar the return of industrialists who aided Hitler. According 
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to their regulations, no individual owner of shares in Ruhr 
heavy industry is to retain a majority in more than one 
company and, on paper, care has been taken to prevent 
evasion of this ban. The Krupp family were singled out for 
special penalties, Herr Alfred Krupp was imprisoned, and 
then amnestied. His holdings were not permanently con- 
fiscated, but are now to be returned on special conditions. 
The Krupps are to be prevented from ever again owning 
interests in iron, crude steel and coal companies, though 
they can retain steel processing and other plants. At the 
time the regulation was framed there was no question of the 
Krupps becoming arms manufacturers again; Essen was 
destroyed by bombing, dismantling or demolition, and: all 
Germany was supposed to have abandoned armaments 
production for ever. 


If the Allied bans are observed, Herr Krupp and majority 
shareholders in other Ruhr firms will have to sell a great 
number of shares. The Krupp empire that is to be dissolved 
consists in the main of coalmines that produced, even in 
1950, about 6} million tons of coal. Krupp’s coal shares are 
valued at over £124 million, In addition, the Krupp steel 
shares are valued at about £30 million. Not all need be 
sold at once. The greater part of the steel shares are to be 
converted into bonds or shares without voting rights. 


German business circles have been greatly concerned about 
the effect of a vast flood of sales on the stock market, particu- 
larly as heavy industry hopes to revive the market for capital 
issues. The Allies have, however, granted a period of five 
years for disposing of the Krupp and other holdings. This 
respite, combined with German ingenuity, makes it unlikely 
that forced sales will be allowed to damage the heavy 
industry, though the ultimate ownership of the Ruhr is likely 
to remain uncertain for some time to come. 


* * * 


Contradictions of Western Policy 


The whole dilemma of Western policy towards Germany 
presents itself in the Krupp affair. The indignation felt 
in Britain at the return of so vast a fortune to a family that 
has for decades epitomised German militarism is natural. 
But it is quite out of keeping with the decision to rearm 
Germans, and to encourage the Ruhr to produce some types 
of armaments. It is, moreover, unrealistic to expect that the 
German Government will introduce a new Lex Krupp, 
carrying out the Allied bans, and reversing the measure by 
which Hitler promised that the Krupp family should remain 
in possession of its empire. Even the attitude of the trade 
unions is ambiguous. In earlier years they suppotted the 
demand of the Allies that the “ Ruhr barons ” should be pre- 
vented from returning to power ; but the working people of 
Essen by no means share the indignation of British Labour 
members about the Krupps. On the contrary, the family’s 
paternal rule was popular, and it was the mining trade union 
that recently indignantly exposed the fact that the Krupp 
concern was selling its majority holding in the Constantin 
mine to a French firm. 

Furthermore, the executive of the German Trade Union 
Federation is not opposed to arms production. It is 
Herr Krupp who, with some of his former colleagues, 
declares that he will have nothing more to do with making 
guns. The western governments may well find themselves 
having to offer to the Ruhr inducements to turn its factories 
back to arms production. In the meantime, however, they 
Sstigmatise Herr Krupp pour encourager les autres while 
leaving him one of the richest men in the world, 


* ~ * 
Pay at Broadmoor 
One wage increase that would have the support of public 


opinion is an increase for mental nurses at Broadmoor. The 


pay of a new recruit is at present {5 4s. a week, and it is 
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hardly surprising that the staff is below strength. The recent 
committee of inquiry into Broadmoor urged that the existing 
“lead” of £40 over the salaries paid to student mental 
nurses in the national health service was not enough to 
offset the disadvantages of the job; it recommended that 
salaries should be increased and should no longer be tied 
automatically to those of other mental nurses. 


Fortified by this opinion, Staff at Broadmoor, Rampton 
and Moss Side, through the Prison Officers’ Association, 
pressed the claim for an 18 per cent pay increase which they 
originally put forward in February. They were told by the 
Minister of Health, however, that their claim could not be 
considered in isolation from the claim now going through the 
Whitley machinery about the pay of mental nurses in the 
national health service. The association considered that the 
Minister had thus gone back on his statement in the House 
of Commons on. June 30th that the Government accepted al! 
the recommendations in principle. The Minister did in fact 
make a qualification, but in the official report it became 
separated from his general acceptance by a misplaced full 
stop. The staffs at the State institutions then decided 
to withdraw all compulsory overtime ; but the Minister of 
Labour intervened, and separate negotiations on the claim are 
to begin immediately through the Whitley machinery. 

The Minister of Health has said that any agreement 
reached will be provisional and subject to adjustment when 
the claim for other mental nurses is settled. In theory, 
therefore, he clings to the rather fine distinction—which is 
none the less real—that while there should not be an auto- 
matic link between pay in the two types of mental institu- 
tions, the one should be considered in relation to the other. 
In practice, however, this looks like face-saving. It is 
impossible to imagine that the pay at Broadmoor, having 
once been raised under the provisional agreement, could be 
adjusted in the light of the award to other mental nurses— 
unless the adjustment were upwards. But as the negotiations 
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for the health service are complicated and protracted, and 
meanwhile the staff at the state institutions is short-handed 
and short-tempered, Mr Macleod has got out of his difficulty 
in the only possible way. 

* * * 


British Colour Bar 


The racial problem may well be as pressing an issue 
for the world of the next generation as Communism is, for 
this one, and it is encouraging that the Bow Group—a 
research society of young Conservatives—has been looking 
into the British aspect of the problem*. The treatment of 
coloured people in Britain provides “a unique opportunity 
of proving that neither class, race nor creed are barriers to 
the friendship and close co-operation of men of good will.” 
The pamphlet itself sets an example of good will in the 
friendly and frank way that it presents its material. 


One of two lots usually befalls the coloured man in Britain : 
be is either a manual labourer or a visiting student. In either 
case, there is considerable room for improvement of the con- 
ditions to which he is subjected. The worker’s difficulties are 
social and professional rather than economic ; indeed, he 
seems to be better satisfied with his economic position than 
his white counterpart. He is to a great extent the victim of 
a low level of education and an unsettled life. The coloured 
student, on the other hand, is likely to find accommodation 
and examinations his most serious problems. Differences 
in background and insufficient qualifications account for most 
of his difficulties. The pamphlet offers some sensible com- 
ment and practical suggestions about both the worker and 
the student; it points out that both are involved in the 
vicious sequence whereby misunderstandings tend to be 
regarded—and in turn reacted to—as prejudice and 
discrimination. 

The pamphlet also admits that at bottom the problem of 
the coloured man is one of contact with his white environ- 
ment. But by his doggedly reasonable approach, refusing to 
enter controversy, the author seems content to leave the issue 
suspended in mid air. His questionable premise is that the 
problem of the coloured man is not “ intrinsically different ” 
from that of any foreign resident, temporary or permanent. 
Inevitably, then,. he does not find much evidence of racial 
prejudice ; for whatever there existed of it would on this 
assumption reduce itself to accidental and corrigible circum- 
stances. But is not that merely to explain away the problem 
of racial prejudice altogether ? Sensibility and good will are 
both praiseworthy and even fruitful qualities of the Bow 
pamphlet, but they do not in the end seem quite sufficient 
to extinguish the problems of the coloured man in Britain. 


* * * 
Old Roads and New Police 


The Metropolitan Police Report for 1951 (HMSO, 
38. 6d.) has two disturbing features: an analysis of the in- 
crease in indictable offences and an account of the traffic 
situation. In the streets of London last year 660 persons 
‘ were killed and 40,325 injured in road accidents. Sir Harold 
Scott describes these figures as “not only a challenge to 
authority but a reproach to the community.” Casualties in 
19§1, moreover, exceeded those of the previous year by 
3,899. The remedy is perfectly clear: a large-scale and 
imaginative replanning of roads in congested areas. Recom- 
mendations to this effect were submitted to the Minister of 
Transport over a year ago’; they would cost some {10 million. 
Sir Harold Scott betrays justified scepticism about the chances 
of getting the money, but the work would surely merit some 
of the energy being devoted with so little qualification to the 
housing programme. 
In 1951 the downward trend of crime, which had, by and 
large, continued since 1945, was reversed. Compared with 


*“C€oloured Peoples in Britain.” By Anthony McCowan. 
Bow Group. 6d, 
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1950 there was an increase of 10.8 per cent in the number of 
offences. The sharp rise in the price of metals provoked 
robberies amounting to £63,800—a suggestive footnote on 
the sensitivity of the underworld to market trends. The police 
maintained its strong record by leaving only two murders un- 
solved, but it is noteworthy that only one out of ten persons 
charged with murder was soutiiasell to death. 


The report attributes the rise in crime to a shortage of men. 
which remains acute despite the rise in basic pay from £330 
to £400 per year, and despite the successful experiment o/ 
employing boy cadets for minor police duties. The repor: 
notes that the Festival of Britain and the Danish and 
Norwegian royal visits imposed a heavy strain on the available 
constabulary. This should suggest clearly enough the magni- 
tude of the problems to be faced at the Coronation. 


* * * 


General Election in Japan 


Mr Yoshida, the Japanese Prime Minister, made a sur- 
prise move in dissolving the Diet and fixing a general election 
for October 1st, considerably earlier than was expected. In 
going to the country at this time he is in effect asking for 
a verdict on the record of his party before the memory 0: 
Japan’s recovery of sovereignty through the San Francisco 
peace treaty has become too dim to be an electoral asset. 
and before any measures that may have to be taken fo: 
Japan’s rearmament have involved the Government in further 
political complications. 


The decision appears to have had something to do also 
with the internal conflict in the Liberal Party between Mr 
Yoshida and his embittered rival Mr Hatoyama, who wa 
the original postwar leader of the party, but had the mis 
fortune to be purged by General MacArthur on account o! 
certain pro-Axis utterances he was on record as having made 
in the period when they were the fashion. Mr Hatoyama 
supporters claim that there was a gentleman’s agreement 
whereby Mr Yoshida would take on the leadership of the 
party, but return it to Mr Hatoyama if and when the latter 
was depurged. Into the rights and wrongs, if any, of this 
controversy, it would be impertinent for a foreigner to enter ; 
but in the western democracies there is a natural preference 
for a leader whose record in relation to the Nazi alliance has 
been beyond reproach. Mr Yoshida has shown since the war 
outstanding qualities of statesmanship in bringing his coun- 
try back to normal relations with the victors of the Pacific 
war 


It is possible that his decision to hold an early election 
was also influenced by the dispute which has so serious!) 
marred the good relations between Japan and this country. 
It is clear that the episode of the conviction of the two British 
sailors at Kobe by a Japanese court has been extremely 
embarrassing to Mr Yoshida. He would almost certain|, 
have been willing to give satisfaction to the British Govern- 
ment on this matter ; but after the peace treaty had definitely 
left Japan with jurisdiction in the case, intervention to sc‘ 
aside the verdict of the court on British demand would have 


exposed him to the charge of weakness in upholding thc 


newly regained national sovereignty. In this country there 
has inevitably been strong feeling at the idea of British sailors 
on United Nations service being thrown into a Japanesc 


Aircraft and Airpower | 


A special series of articles on the achievements of 
the British aircraft industry and the challenges that 
changing conceptions of air defence and expanding 
opportunities for exports now present to it will be 
found on pages 592 to 600 of this issue. 


eget ere ieee Rae heneenhedaten 










THE ECONOMIST, September 6, 1952 


and tree 


If nature is kind, a man may live in health 
to a hundred years, a tree to a thousand. 
Man’s knowledge of the chemistry of health 
is increasing. Through science man is gradually 
making nature kinder and more predictable. 
Fisons are in the business of chemicals. 
Their main manufacture over the 

last hundred years has been 

chemical fertilizers to enrich the soil. 

But they make chemicals 

for medicine and industry, too. 

Fisons contribute to Britain’s harvests, 


health and wealth, 
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food preparations and fine chemicals for 
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prison so soon after the end of the Allied occupation, 


especially when American forces in Japan have an agreement — 


giving them extra-territorial jurisdiction. But the time for 
obtaining a special jurisdiction for non-American United 
Nations forces in Japan was before the ratification of the 
peace treaty, and by neglecting to do so the British Govern- 
ment took the risk of just the kind of incident which has 
occurred. It is to be hoped, however, that both this par- 
ticular case and the general question of jurisdiction affecting 
British and Commonwealth personnel on Korean War service 
will be quickly settled after the election with whatever 
vovernment emerges from it ; for the rulers of a proud and 
sensitive people are better able to practise conciliation in 
such matters on the morrow than on the éve of a poll. 


* * x 


Drought in Jugoslavia 
The drought in Jugoslavia is much more serious than 


was at first believed. The damage to the crops is already . 


estimated at 100 billion dinars (about $333 million). The 
maize crop, in particular, is well below average, and it is 
now clear that there will be a shortage of fats and sugar as 
well as of cereals. It is thought that the losses will be greater 
than those suffered after the 1950 drought, but that the con- 
sequences will be less serious because last year’s excellent 
harvest allowed the authorities to build up reserves. 


The measures necessary to keep the Jugoslav people fed 
may well cause a serious setback to the government’s efforts 
to restore the balance of payments and to complete the 
industrialisation plan by the end -of the year. It has not, 
however, hesitated to take prompt action, and has banned the 
export of all cereals. If the ban has to be maintained, it will 
have a serious effect on Jugoslav export plans. The increase 
in exports during the first half of the year was largely due 
to increased exports of corn, and the government has under- 
taken to export large quantities in current trade agreements 
with Austria and other countries. The Jugoslavs are reported 
to believe, however, that if they can persuade the United 
States to let them use part of their dollar aid under the 
1952-53 tripartite aid programme to buy wheat, it will not 
be necessary to maintain the ban on corn exports. But to 
use part of their foreign aid in this way must only seem the 
lesser of two evils to the Jugoslavs. It is believed that under 
the 1952-53 agreement, which is not yet signed, they will get 
rather less than $100 million ; this is much less than they 
had over-optimistically hoped for. 

The State Economic Council has also decided that, while 
as many of the key industrial projects as possible must be 
completed, it is necessary to cut capital investment in industry 
immediately in order to offset the losses caused by the 
drought; ; and it is planning next year to increase investment 
in agriculture up to 30 billion dinars at the expense of 
industry. These measures were foreshadowed by Marshal 
Tito in his speech at Glina earlier this month. They are a 
welcome sign of the increased realism of Jugoslav plans ; 
but there will be nothing but regret for the disastrous drought 
that may have accelerated them. 


oo * * 
Dangers in Nepal 


The news that King Tribhuvana of Nepal is flying to 
Delhi to see Mr Nehru reflects the continuing and dangerous 
instability of this strategically placed frontier state, lying 
along the border between India and Chinese Tibet. Nepal 
has become of special importance to India since the Peking 
government took over Tibet, as it lies astride one of the 
main passes through the Himalayas, and the Indian frontier 
does not at this point extend beyond the plains. Nepal pro- 
vides a way through the mountain barrier, and in hostile 


Pe: could be a dagger pointed at the heart of northern 
ndia, 
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Ever since the end of British paramountcy over the Indian 
states, the government of Nepal has been on the edge of 
collapse. Today the country is torn by the quarrels of the 
Koirala brothers ; by the intrigues of the traditional ruling 
family, the Ranas, trying to protect what remains of their 
power ; and by the plots of Communist-inspired opportunists, 
who seek to exploit the growing sense of frustration of the 
Nepalese people, in order to seize power. There are, in 
addition,.a number of- genuine Nepalese Communists, in- 
cluding Dr K. I. Singh, who is reported to have gone to 
Peking and to be preparing for a come-back., 


During the past two years the Indian Government, largely 
through the Indian Congress Party, has achieved a position 
of considerable influence in Nepal. But Delhi can by no 
means be certain either that a hostile coup will not be 
attempted or of being able to thwart it quickly enough if 
it is. There are, therefore, a number of people in the Indian 
capital who would like to see Nepal accede to India, and 
there can be no doubt that this would be in the general 
interest of free Asia. One result, however, might be to 
make it impossible for the British to go on recruiting Nepal’s 
Gurkhas for the British army—and for service in Malaya. 
Difficulties have already arisen over the use of barracks on 
Indian soil, since Mr Nehru, whatever his attachment to the 
Commonwealth, cannot any longer afford to give his own 
political opponents a handle of this kind. Perhaps the only 
satisfactory solution would be a close, formal alliance which 
would entitle India to station troops in any part of Nepal 
without any formal surrender of its sovereignty. 















































Towards a Decimal 
Coinage 
To tHe Eprror or The Economist 


Sir;—The first step towards a decimal currency has at 
length been taken: the florin is now a current coin, and 
it now becomes the duty of the public press by its 
influence to induce the powers that be to complete the 
system by the coinage of two other new pieces, to replace 
our present pence and farthings. As your paper con- 
fessedly stands at the head of the press im all currency 
affairs, I forward you the following remarks on the 
subject, which you will perhaps give to the public, 

In. our present monetary system we have four 
denominations :—1 equal to 20s., equal to 240d., equal 
to 960 qrs. or farthings: substitute £1 equal to 10 florins, 
equal to 100 coppers, equal to 1,000 smaller ones. Here, 
then, we have the two higher denominations, or the 
hundreds and thousands place in the decimal system ; 
we require only the tens place and units, or the two lower 
denominations. Suppose a mew copper coin, value 
2 2-5d., or 100 coinett out of 240 pennies, and a second 
one, 1-10th of the preceding, or 1,000 out of 960 farthings, 
viz., 25 out of 24 farthings, a piece imperceptibly less 
than the present farthing, we should have all we require 
for the transition,... I would suggest four new 
names to the new .denominations:—gol, instead of 
sovereign ; sil; instead of florin; cop, imstead of the 
new large copper piece; and min, imstead of farthing. 
These appellations, I contend, could neither be easily 
miscalled, contracted, nor simplified, each being derived 
from the metal used in its manufacture, except mun, 
which is meant as a contraction from the word 
“minimum” or least. No foreign coins that I have 
heard of are at all similar, while there are no less than 
four European cOins of different values denominated 
“florin.” I beg leave, Mr. Editor, to subscribe myself 
yours, &c., &c., DECIMAL. 


The Economist 


September 4, 1852 
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The Strategic Argument, 1943-44 


The Second World War, Vol. V¥: Closing the Ring. By Winston 5. Churchill. 


Cassell, 673 pages. 308. 


The War Speeches of the Rt. Hon. Winston S. Churchill. 3 Vols. Edited by Charles 


Eade. Cassell, 482, 560 and 578 pages respectively. 21s. each, 


Quite apart from their narrative style 
and unique authority, Mr Churchill’s 
memoirs are an invaluable historical 
source thanks to the documents they 
contain. Seldom has such power been 
so effectively concentrated, in a time of 
such crisis, in the hands of one man, 
and of one man who can write so well. 
His new volume—opportunely coinciding 
with a reissue of his wartime speeches— 
covers the period of one year from the 
invasion of Sicily in July, 1943, to the 
invasion of Normandy in June, 1944. 
If this period, being a period of Allied 
initiative in war and ascendancy in pro- 
duction, lacks the heroic quality of the 
days of defence, it is nevertheless of 
extraordinary interest: for it was the 
period of the Cairo and Teheran con- 
ferences and those great controversies 
about Allied political and military 
strategy which even now reverberate 
across the Atlantic. The documents now 
published by Mr Churchill, and his 
commentary on them, are invaluable 
evidence on this still volcanic subject. 


Essentially the problem was where 
and how hard to strike: for in spite of 
increased production there were still 
bottlenecks, especially in landing-craft. 
It has often been said that Mr Churchill 
opposed, while the Americans advocated, 
the main landing in France, demanding, 
against their resistance, a new “ Dardan- 
elles” in the Eastern Mediterranean. 
Mr Churchill proves that this was not 
so. In fact he consistently supported 
the punctual invasion of Normandy 
(“ Overlord ”), but wished to use forces 
already available there for intermediate 
operations in the Mediterranean—par- 
ticularly in the Aegean, where firm 
Allied control might end Turkish neu- 
trality and open the Black Sea route to 
Russia. “The issue between myself 
and the Americans was, in fact, a very 
narrow one. It was not that I was in 
any way lukewarm about ‘ Overlord.’ I 
wanted to get what I needed for the 
Mediterranean and at the same time 
keep to the date of ‘Overlord’.” Mr 
Churchill’s failure, against “the dull, 
deadweight resistance” of Washington, 
to carry through this policy—which led 
to “the most acute difference I ever had 
with General Eisenhower,” the loss of 
Leros (“our first really grievous reverse 
since Tobruk 1942”) and Turkish re- 
fusal fo enter the war—have obviously 
left him with bitter memories ; but in 
other respects he obtained American 
support and can claim success. Expen- 
sive diversionary campaigns in the Far 
East were avoided; Mountbatten and 
Wingate were sustained against the 
Chinese enthusiasm of Stilwell; and 
even in the Mediterranean Mr 
Churchill’s policy in Italy was, in essen- 
tials, accepted. In spite of the failure 
at Anzio (of which there is an interesting 


explanation) and the change of strategy 
dictated by Hitler’s decision to fight it 
out in Italy, Mr Churchill claims that 
this policy was a success, since it diverted 
German troops from the imminent 
battleground in the West. 


For this was a period of Hitler’s 
military sclerosis, of that inelastic uni- 
versal resistance which, by leaving him 
no reserve, threatened not only defeat 
but disaSter. In 1943, with the battles 
of Kursk, Orel and Kharkov, he met 
disaster in the East. In the West it was 
being prepared. A period of gestation is 
always uncomfortable— 

The genius and the mortal instruments 

Are then in-council— 
and if we are surprised, it should rather 
be at the harmony than at the differences 
between Allies at such a time. What 
with gigantic logistical problems in three 
elements, reviving politics in Italy, civil 
war among the Greeks, a major war in 
Asia, new weapons in Germany, an 
exasperating alliance with Stalin, and 
“the preposterous behaviour of General 
de Gaulle,” Allied co-operation might 
well have come adrift. That the effort 
was so effectively co-ordinated was 
largely due to thé firm control and diplo- 
matic handling of British resources 
which characterised the war policy of 
Mr Churchill. 


Little England 


Portrait of England. 
Thompson. Gollancz, 
10s. 6d. 


A “ Portrait of England” is an ambi- 
tious project. The portraitist must catch 
a contemporary spirit, while respecting 
the sweep of history; must eschew 
prejudice, yet retain the liveliness of a 
personal approach; must select the 
significant and representative situation, 
personality, attitude, without distorting 
perspective ; must do justice both to the 


By Laurence 
254 pages. 


* trees and to the wood and must—if 


possible—manage all this while remain- 
ing readable and easy-mannered. 


Mr Thompson scores high on all these 
counts. As sheer entertainment, his 
book rates alpha plus by two severe 
tests, its earlier chapters proving irre- 
sistibly absorbing when read in twenty- 
minute bursts of rush-hour strap-hang- 


‘ing, its later ones exerting an equal spell 


under a hot holiday sun. As a serious 
study, a reliable document ? One should 
know one’s England equally well before 
delivering a confident judgment ; but it 
is reassuring to find Mr Thompson, in 
two significant chapters, unerringly pick- 
ing out the crucial topics, and virtually 
duplicating the conclusions, of expert 
social research with whose results he 
could not have been acquainted. Alpha 
again, for judgment and perspicacity. 
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Alpha all round? Not quite. Mr 
Thompson’s method—admirable for live- 
liness, for getting over the ground, for 
illustrating general principles from par- 
ticular instances—has its shortcomings 
He has travelled round England in 
sweeping zigzags from Plymouth to 
Peterlee, choosing at each stopping place 
some small, easily-envisaged group of 
people tackling some particular job; 
beginning and ending with town plan- 
ners (to whom his attitude is distinctly 
ambivalent), taking in farmers, fisher- 
men, miners, welfare workers, lorry 
drivers, and a spiv or two, and a politica! 
spectrum ranging from the grand old 
Tory who used. to be his commanding 
officer to the prospective Communist 
candidate for Wigan—both of whom he 
regards with affectionate admiration. He 
has mastered an almost cinematic tech- 
nique of deft cutting from close up to 
long shot; the individual tree seen 
in close and loving focus, then the sud- 
den illuminating switch to. the aeria! 
view of the wood—corrective to senti- 
mentality, facile enthusiasm or facile 
indignation. Admirable; but is the 
vivid picture which results a real por- 
trait, a true likeness ? There are obvious 
omissions ; London, by design, is a vast 
blank, so is what one might call Betje- 
manland ; the only University is Red- 
brick. The single grand old Tory is the 
only representative of Old England—one 
misses even a pendant in the shape of a 
grand old Whig. Business with a capital 
B is right out of the picture. There are 
no Servicemen, National or Regular ; no 
deep sea sailors, no one, indeed (unless 
one excepts one incidental Pakistani) 
with so much as a toehold overseas ; this 
is Little England with a vengeance, re- 
taining of its wider concerns only a 
precarious standard of living and an 
uneasy conscience. 


One must select, of course; and 4 
second reading shows the unstated prin- 
ciple of selection. In one way or 
another, successfully or unsuccessfully, 
all Mr Thompson’s characters and com- 
munities are coming to terms with a 
single problem ; the problem of mutual 
responsibility. This is less an imperfect 
portrait of England than a superlatively 
successful portrait of something at once 
lesser, because it is only a part of Eng- 
land, and greater, because it is also part 
of the whole human evolution—the We!- 
fare State in the making, an imperfect 
essay, set in the English scene, towards 
the brotherhood of man. 


Thirty Years of Foreign 
Exchange 


The United States in International 
Banking. By Siegfried Stern, Oxford 
University Press. 447 pages. 355. 

For an account of the impact upon 
American banking of two world wars, 
no better authority could be found than 
Siegfried Stern, thirty of whose forty- 
six years in international finance we'c 
spent running foreign departments of 
New York banks. His grasp of detail 1s 


apparent on every page of this large 
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volume, and the wide scope of the 
records used is shown by 300 references 
to named individuals and 200 to separate 
banking institutions. While it is to the 
latter that this book will have the greatest 
appeal, all engaged in international tran- 
sactions should consider it required read- 
ing on questions of international credit. 
It is unfortunate that the title may dis- 
courage that wide circle of — eral 
readers which the contents justily. 

An excellent historical survey of inter- 
national finance from 1914 to 1945 1S 
followed by an account of the e 
American banking of US wartime con- 
trols, especially those applied to oe 
assets held in the United States. 
relations between American banks and 
US Government corpofations are e¢x- 
amined, and there is a fine study of the 
results of the Silver Purchase Act of 
1934. 

Quite half the book covers American 
banking operations in, or connections 
with, twenty individual countries, of 
which Germany and China receive the 
greatest space, while England, France 
and the USSR get fuller treatment than 
the remainder. ‘With these five coun- 
tries Mr Stern had particularly intimate 
relations, sinee his final fifteen bankifig 
years were $pent at the head of the 
foreign department of a New York 
institution with branch offices in Eng- 
land, France,- Germany and China, 
which was also the principal US corre- 
spondent bank of Soviet Russia. The 
book closes with a section on the organ- 
isation of American foreign banking, 
past, present and future. 

There is.a five-page bibliography and 
an excellent index, although a few names 
in the latter appear to have been dropped 
from the published text. On one or two 
minor points of fact, dates and spelling 
the author’s memory might be ques- 
tioned, but this book can be highly 
recommended to those in need of 
guidance on international banking during 
the years from Sarajevo to Hiroshima. 


Scattered Unity 


Survey of British Commonwealth 
Affairs. Problems of External 
Policy, 1931-39. By Nicholas Mansergh. 
Oxford University Press. 481 pages. 428, 


As the first historical analysis of 
Commonwealth foreign policies since 
the Dominions began to act indepen- 
dently in world affairs, this book is of 
unusual interest. At once it can be said 
that it is worthy of a Chatham House 
series which includes Professor Han- 
cock’s classic volumes on Common- 
wealth problems of nationality and 
economic policy. Indeed, Mr Mansergh 
has carried Mr Hancock’s basic concep- 
tion of the struggle . within the 
Commonwealth between liberty and 
unity, nationalism and supranational 
loyalty, into his interpretations of 


Dominion external. policies. 

After 1926, and certainly by 1936, the 
Dominions controlled their own foreign 
relations. Was this to be the end of . 
united Commonwealth action in the 
world; or the beginning 
equal partnership in search 


of a more 
of peace ? 








effects on _ 


- Mr Mansergh 


One thing emerges clearly. In Mr 
Mansergh’s words, “the ideal of an 


_ imperial diplomatic unity deriving from 


an ever expanding measure of joint re- 
sponsibility for policy on the part of 
all the self-governing members of the 
Commonwealth . . . melted away.” The 
Dominions, except possibly’ Australia 
and New Zealand, did not want a single, 
common policy for the Commenweaith 
as a whole. Nationalist suspicions of 
the old iraperial powet, the prior tasks of 
fostering the coalescence of British and 
non-British into single . Dominion 
nations, and the illusion of security in 
isolation, all restricted “the field of: 
Commonwealth co-operation. In Mr 
Mackenzie King, not General Smuts, 
s the representative 
figure of this period—“a solid, un- 
romantic Hamlet... for ever refraining 
from leaping.” 

Yet the Commonwealth nations still 
retained a curious capacity for arriving 
individually at athe same - of foreign 

icy. All sup ve security 
on the League—and abandoned it 
when force was needed to make it 
effective; all then agreed at the 
Commonwealth Conference of 1937 
upon the policy of appeasing Germany, 
then suddenly—with the exception of 
Eire—decided individually that the only 
chance of security was war. 

Mr Mansergh’s explanation of ‘the 
factors behind this type of unity is, 
perhaps, not so satisfactory as that of 
the factors of disunity. Much was due. 
to the fact that while the Dominions 


were equal in status with the United. 


Kingdom, they were not yet equal in 
function or power. And the United 
Kingdom, bearing the predominant re- 
sponsibility for the defence of the 
whole, could not but have the pre- 
dominant influence on foreign policy. 
Much was due to community of outlook 
and language and to consultation be- 
tween governments. Mr Mansergh takes 
account of these unifying elements. But 
how exactly the common desires of 
communities scattered all over the globe 
came to be translated by six equal 
sovereign governments into broadly 
similar and compatible decisions is still 
something of a mystery. So it will 
remain until i 


Studies of Society 
Structure and Function in Primitive 
Society. By A. R. Radcliffe-Brown., 

Cohen and West. 219 pages, 215. 


This slim book ‘is a reprinting of a ~ 


number of articles published by the 
author in learned journals during the 


rigour of thought ; the art of saying so 
much with such precision is rare today. 
Varied as these papers are, they have 
some common features. One is the 
author’s preoccupation with the family 


i 
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discusses the significance of uncles in 


South African native life. Another 
paper is concerned with what the author 
calls “joking relationships,” which 
means the custom by which certain 
Classes of relatives can revile one another 
for fun. A third paper considers the 
theoretical study of primitive kinship 
systems and expounds the author’s 
approach in terms of his concept of 
“social function.” In other papers the 
subject comes up in one form or 
another. 


The lay reader may think these 
problems are trivial. He will soon find 
himself drawn into a subject matter of 
the utmost complexity and following a 
method of analysis reminiscent of a 
mathematical argument. For when Pro- 
fessor Radcliffe-Brown discusses uncles, 
jokes and matriarchy, what he does is 
to demonstrate his thesis, which forms 
the second recurrent theme of these 
papers, that ‘these customs make sense 
when they are seen as elements in an 
intercomnected series of social institu- 
tions. It is not just a question of blood 
kinship but of the legal and economic 
arrangements of the Society. This 
thesis is stated rather more abstractly 
in two papers. 


Mr Radcliffe-Brown acknowledges ‘his 
debt to the French sociological school 
of Durkheim. The strength of his point 
of view. comes from its consistency and 
Clarity. If in some ways it seems too 
obvious to deserve the high sounding 
title of sociological theory, this is partly 
Decause the author himself makes: it 
seem so simple. And this is the greatest 
Weakness of his point of view. He 
makes social relationships fit together far 
too neatly. As he says in one or two 
essays, he has often been bracketed with 
Malinowski as one of the founders of 
functional anthropology. The contrast 
between them would be illuminating to 
follow out. For Professor Radcliffe- 
Brown social relationships seem to be 
almost disembodied; whereas for 
Malinowski it was the stress and 


Strain in them that figured _most. 
It is the human quality of resisr- 
amce to the letter of the law that 


seems to be left out of many of Mr 
Radcliffe-Brown’s calculations. His 
interest is in simple societies with static 
economies and his rather formal method 
of analysis~is perhaps appropriate for 
them. This does not mean that socio- 
logists concerned with more complex 
societies cannot learn a great deal from 
these essays. On the contrary, they 
raise fundamental problems of method 
and theory and their publication in a 
book is a service for which the publishers 
deserve thanks, 


Scientific Biography 
British Scientists of the Twentieth 


Century. By J. G. Crowther. Routledge 
and Kegan Paul, 320 pages. 2455. 


This is the third of Mr J. G. Crow- 
ther’s collections of serious and informa- 
tive scientific biographies, the previous 
two being devoted to nineteenth century 
scientists, British and American respec- 
tively. The six scientists described here 
are all recently dead, and did the major 
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part of their work between 1890 and the 
start of the late war. They are: two 
experimental physicists—J. J. Thomson 
and Rutherford; two mathematician- 
astronomers—Jeans and Eddington ; and 
two biologists—Gowland Hopkins, the 
discoverer of vitamins, and Bateson, the 
champion of evolution by variation. It 
is hard to think of a better selection ; all 
six are Cambridge men, which fairly 
reflects the character of an era. Jeans, 
perhaps, judged by the permanent value 
of his scientific contributions, ranks 
lower than the others, but his immense 
popularity and prestige as an expositor 
make him a figure who cannot be over- 
looked. 


Mr Crowther’s biographies are serious 
to the point of dryness, as he has con- 
centrated on the scientific man largely 
to the exclusion of the human being. 
Schoolboy and student days are carefully 
described and analysed, it is true, but 
the mature man is seen mainly through 
his scientific deeds and writings, of 
which long extracts are quoted in illus- 
tration of the character of his work. It 
is the history of certain scientific develop- 
ments, as personified in the men chiefly 
responsible, which Mr Crowther is really 
writing. Embodied in each biography is 
an outline of the scientific discoveries 
and theories concerned, and this part has 
been done with great care; the reader 
will be grateful to find that the sensa- 
tionalism popularly associated with 
accounts of “ great discoveries ” is com- 
pletely ‘lacking. Indeed, these exposi- 
tions are quite exceptional for their 
insight and clarity, and Mr Crowther 
has steeped himself, not only in the work 
of his subjects themselves, but in the 
contemporary intellectual] atmosphere in 
which that work was done. 


As if to make up for the paucity of 
usual biographical details, Mr Crowther 
peppers the text here and there with odd 
anecdotes and sayings, the gleanings of 
his card-index, which occasionally makes 
the style disconcertingly spasmodic. 
What is really a pleasant surprise, from a 
writer of Mr J. G. Crowther’s well-known 
political leanings, is that he has, with 
one exception, almost entirely eschewed 
political “interpretation ” of these most 
unpolitical of men. True, he has pro- 
vided each one with a label—Thomson 
represents the “ liberal ” era, Rutherford 
the “imperialist,” Jeans is a symbol of 
bourgeois decadence, and so on—but 
these are as irrelevant as they are silly, 
and do not colour the writing. The one 
exception lies at the end of the chapter 
on Bateson, and takes the inevitable 
form of a eulogy of Lysenko (with por- 
trait), whose brilliant discoveries, under 
the leadership of Stalin and inspired 
by the Marxist-Leninist theories of 
Michurin, have broken the shackles of 
the sterile Mendel-Morgan genetics. Is 
it wishful thinking, in hopes of the 
eventual redemption of so careful and 
discerning a writer, to detect an uneasi- 
ness in the style of this dutiful contribu- 
tion? So objective and rational has 
been the foregoing account that the 
replacement of lucid explanation by 
rhetoric and denunciation in these. final 
pages is very noticeable, and fatally 
weakens the case. Fortunately, it does 
not spoil a valuable and interesting book. 


Family Quarrel 


West and East of Tito. By Harry Hodg- 
kinson. Gollancz. 187 pages. 12s. 6d. 


This interesting book does not content 
itself simply with carrying out another 
analysis of the significance of Tito’s 
split with the Soviet Union. It also 
examines the origins and repercussions 
of the quarrel for any light they may 
throw on whatever principles guide 
Stalin in his relations both with other 
Communist states and with the rest of 
the world. The examination ranges 
over a wide field—from the history of 
the Serbs to a comparison of the Soviet 
and Jugoslav attitude to the arts and 
sciences. It is carried out with com- 
plete impartiality; the author clearly 
has no illusions about the gravity of the 
menace of Soviet imperialism, but this 
never leads him into any attempt to 
whitewash either the principles or prac- 
tices of Tito. Indeed, he is careful to 
point out the “family affinity of the 
contestants,” which is obscured by the 
bitterness of their conflict. 

The main conclusions of this book 
contain little that is new. It has, for 
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instance, long been plain that Tito’s 
successful defiance of Stalin might end 
in a separation of revolutionary Com- 
munism from Soviet military power and 
that this could have enormously impor- 
tant consequences for the free world. 
And this is not the first time that the 
ideological and practical importance of 
Stalin’s. famous contributions to the 
linguistics controversy has been pointed 
out. But Mr Hodgkinson reaches his 
conclusions by way of many acute 
observations and a wealth of interesting 
—and. sometimes amusing—detail. In- 
deed, he might well have made his 
points rather more effectively had he 
been content to elaborate them rather 
less exuberantly. He might also thereby 
have had more space in which to dis- 
cuss more fully the economic and 
political problems confronting the 
Jugoslavs in their attempt to build up 
a new mode] Communist state. Tito’s 
chances of success or failure, and the 
extent to which he is forced to com- 
promise his rigid Marxist beliefs, must 
surely have as significant repercussions 
on Soviet policy as did his original 
defiance of Russia. 


Chronicling the United States 


From Versailles to the New Deal. By Harold U. Faulkner, 388 pages. 
The United States in a Chaotic World. By Allan Nevins. 252 pages. 
The New Deal and World Affairs. By Allan Nevins. 332 pages. 


War for the World. By Fletcher Pratt. 
The Struggle for Survival. 


The Chronicles of America Series. 


364 pages. 
By Eliot Janeway. 382 pages. 


Edited by Allan Nevins. Yale 


University Press. (London: Geoffrey Cumberlege.) 32s. 6d. each. 


It is regrettable that the price of these 
books should be so high for the British 
reader. Their subject is a period of 
American history—the quarter-century 
between Versailles and V-] Day—which 
was of enormous significance for the 
United States and Britain. While other 
treatments of this period exist, the scale 
and clarity of these volumes in the Yale 
“Chronicles of America” series makes 
them particularly well adapted to the 
requirements of the ordinary, non- 
specialised reader. Here he will find 
sensible, fair, lucid and _ readable 
accounts of this extraordinary epoch, 
written from a standpoint which may 
be roughly described as liberal orthodox. 


Professor Nevins narrates the transi- 
tion from 1918 isolationism to 1945 
“ bipartisanism ” with a frank appor- 
tionment of blame (for the first) and 
praise (for the second). Professor Faulk- 
ner, describing the domestic scene dur- 

ing the Harding-Coolidge-Hoover era, 
is is esd” disposed to sit in judgment, but 
his’ implicit appraisals parallel Mr 
Nevins’s. Mr Fletcher Pratt contents 
himself with telling the straightforward 
narrative of the military operations of 
the United States forces in the second 
World War; he shows a welcome 
balance, even if he abstains from posing 
some of the more searching questions 
about Allied strategy. 


Anyone determined to find fault with 
these four volumes might perhaps com- 
plain that they al] share something of 
this tendency to sheer off questioning ; 


all tend to present rather too smooth a 
surface to the reader. But if so, Mr 
Janeway’s “Chronicle of Economic 
Mobilisation in World War Il” must be 
exempted wholesale from this charge. 
His book is in quite a different category 
from all the others. Not everyone will 
find it comprehensible. The author’s 
long apprenticeship to Fortune has left 
certain lasting scars upon a prose style 
that, one suspects, was never notable 
for modesty or clearness. He introduces 
himself with a first chapter which com- 
bines slickness and obscurity to a 
phenomenal degree. As he proceeds, 
the very ad of his experience of 
wartime Washington sometimes blurs 
the picture he presents of its intricate 


Knudsen, Dougla 
villains—Nelson, aoe and Harry 
Hopkins. And always there lurks be- 
hind the scenes that eminence grise, Mr 
Justice Frankfurter. These valuations 
are — and one may complain 
that Mr Janeway’s concentration on 
bureaucratic feuding has led him to 
ae. ee exciting, 

but perhaps equally important, aspects 
of the amazing story of American 
mobilisation. But into his highly per- 
= combative, iratorial pages he 

has packed a amount of 
information “ad revelation. His book 


was not quite like this, but it was morc 
like it than most future historians will 
realise or contemporary historians admit. 
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Letters to the Editor 


Reviewing the Rates. 


Sir,—I ‘am surprised to learn from 
your issue of August 23rd, that the 
Society of County Treasurers regards the 
principle of the Exchequer Equalisation 
Grant as “fundamentally sound”; in 
my view it is certainly not that, 


Two gfants which are based on 
valuation, either in whole or in part, are 
the Education Grant and the Exchequer 
Equalisation Grant. In both cases the 
formule adopted mean that the higher 
the expenditure and the lower the valua- 
tion the greater the grant. But the 
formule also mean the greater the 
extravagance and the lower the valua- 
tion as a result of inadequate council 
house rents, the greater the grant. 
Inadequate council house rents mean a 
high rate per £1 which is not unduly 
onerous on tenants of low rented council 
houses, but is a heavy burden on tenants 
of substandard houses—admittedly rent 
controlled—and on owner occupiers. If 
council house rents are reasonable in 
relation to earnings, the valuation goes 
up, the Education and Exchequer Grants 
go down and even if the total net sum to 
be raised from the rates is increased, the 
rate per £ is lowered with a comsequent 
more equitable sharing of the burden 
amongst all ratepayers. 


It is disappointing that the Society of 
County Treasurers have missed the point 
about low council house rents and it is 
hoped that the departmental committee 
now considering these grants will not 
overlook it.—Yours faithfully, 


County COUNCILLOR 
5d 


Sir——The comments made by the 
Society of County Treasurers on the 
Exchequer Equalisation Grant - system 
are disappointing ; something more solid 
was expected. 


Your note mentioned that even among 
those counties which do not qualify for 
Equalisation Grants there are differences 
in resources and needs. It is tempting to 
retort “So what?” For the aim of the 
1948 Act was not to equalise resources 
but to assist the poorer major authorities 
only, Granted, Hertfordshire and Kent 
are poorer than Surrey and Middlesex 
but they are, nevertheless, on a national 
average standard, rich enough to stand 
on their own feet. (The poorer district 
authorities within the counties, including 
those within counties which do not 
receive Equalisation Grants, are catered 
for by the county “ capitation” grant 
system.) In any case, are the 
“ differences” in. the resources of. these 
richer counties such as to merit special 
attention? Of the six administrative 
counties which did not get any Equalisa- 
tion Grant in 1951-52, their rateable 
values per head of population ranged 
only from £8 to £11. There were also 


23 county boroughs which received no 
Equalisation Grant. 


There are surely two main criticismis 
of the 1948 Equalisation Grant system— 








apart, of coutse, from the separate prob- 
lem of valuation standards. First, the 
“sparsity” weighting in the grant 
formula is inadequate ; and, secondly, a 
minimum average rateable value per 
head of population is no guarantee that 
resources are sufficient in the aggregate 
for -the efficient administration of local 
government services ; as the 1947 Report 
of the Local Government Boundary 
Commission put it, “The new Grant 
provides quality of rateable value, but 
adequate population can alone provide 
quantity.”—Yours faithfully, ‘ 
SILVAN JONES 
University College, Bangor 


Polish Elections 


Sir,—In the article in your issue of 
August 23rd you seem to suppose, that 
the electorate “can still probably show 
its mood” by boycotting the polls. 
think this: is unjustified optimism. At a 
time when practically everybody is state- 
employed, there will be no difficulties in 
dragging all ablebodied voters to the 
polls. In the*villages all those working 
in collective or state farms will be com- 
pelled to vote; few of the individual 
peasants will care to get their names on 
the registers being marked as “not 
having done their civic duty.” The tax 
collectors would make them pay too 
heavily for such a luxury.—Yours faith- 
fully, A. ROMER 

London, S.W.1 


“Defiance” in S. Africa 


Sir—In your issue of August 16th 
your correspondent refers to the squalid 
native townships of Port Elizabeth and 
East Londdén: This is not altogether 
accurate; Port Elizabeth is the model 
town as far as native housing *s con- 
cerned. I am also certain that the cam- 
paign has been kept to these smaller and 
quieter cities because of the lack of 
strong feeling among the Nationalists 
found there. There are, again, so many 
varying attractions for native crime in 
Johanriesburg, that a defiance campaign 
with passivity as its keynote would not 
attract so much atterition as it does in 
other centres——Yours faithfully, 

fohannesburg J. McDoucat. 


_— 


The Corporate Sepulchre 
Sir—Your review of Mr D. R. 
Marsh’s “Corporate Trustees” is not 
just to those bodies. It overlooks that 
it is the practice of most corporate 
trustees to examine the documents under 
which they are appointed before they 
come into operation and preferably 
whilst they are still in draft. In this 
way useful suggestions can be made re- 
garding investment powers and. the 
incidence of duties. It has been. the 
practice of many corporate trustees for 
some time past to suggest to testators and 
settlors the advisability of giving their 
trustees the widest possible investment 
powers.—Yours faithfully, 


_._R. T. Barrier 
Sutton Coldfield ‘ 
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S. Evelyn Thomas 


B. Com., Ph.D. (Lond.), F.C.LS., 
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This fully up-to-date edition of 
Dr Evelyn Thomas’s standard 
work gives a clear and interesting 
presentation of the elementary 
principles of Economic Sciénce 
to meet the needs of students 
preparing for the various pro- 
fessional and academic examina- 
tiens which call for a_ basic 
knowledge of Economics. Par- 
ticular consideration has been 
given to problems of modern 
industrial organization and inter- 
national 


currency, and many 


practical examples have been 
included. The Tenth Edition 
of “ ELEMENTS OF ECONO- 
MICS ” is an indispensable study 
for all students and teachers of 
Economics, as well as for laymen 
and men of affairs. 


Cleth bound 614 pp. 


On sale at all booksellers 
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Parker St., Kingsway, London, W.C.2 














THE ECONOMIST, September 6, 1952 


AMERICAN SURVEY 





Tests for Trade 


Washington, D.C. 


ONSIDERING that in election year in the United 
States debating points made by foreigners are usually 
buried beneath the avalanche of political platitudes set in 
motion by the political campaign, the British Chancellor’s 
remark about “ trade, not aid” has had a surprisingly wide 
circulation. It cropped up again last week in Mr William 
Draper’s report to the President on his first six months as 
Special Representative in Europe. One of the strongest 
passages in this report was that in which Mr Draper urged the 
reaffirmation and extension of the reciprocal trade programme, 
enactment of the proposed legislation for simplified customs 
procedures and the progressive lowering of other import 
restrictions and duties. 

These words have, of course, a familiar ring. Probably the 
vast majority of the American people would accept them, in 
theory, without question. It is only when Americans are 
brought face to face with particular cases, cases which affect 
them personally, that they begin to waver. And no arguments 
about the wisdom of allowing other nations to pay for their 
imports rather than obliging the American taxpayer to sub- 
sidize his exports maké any impression on those stalwart up- 
holders of Adam Smith’s free, competitive system, the 
American manufacturers and food growers, or on their repre- 
sentatives in Congress. 

At the present moment there are thirteen applications 
pending for relief under the escape clause of the Trade Agree- 
ments Act, a record number. Many of the goods concerned— 
the last application was for higher duties on screen-printed 
silk scarves—are not of vast importance and the amount of 
trade involved is not great, But the growing tendency to 
turn to the Tariff Commission, the body which must hear the 
cases and report to the President, justifies the comment of the 
Wall Street Fournal that 

we still boast that we are the most efficient producers in the 

world, but we are becoming fearful of the efficiency of out- 

siders invading our home markets. 

Up to date, except in the case of dried figs, the President 
has reversed those findings of the Commission which favoured 
increases in duties ; in the case of the Swiss watches he thus 
discouraged a stream of applicants. They were waiting to see 
how he received that recommendation from the Tariff Com- 
mission ; they would have made the present total of thirteen 
look very small, had he given way to the pressures which were 
being exerted on him. 


* 


This is likely to become the test case, at least as long as 
there is a Democratic Administration. In the letter which 
Mr Truman wrote to the chairmen of the Senate Finance 
Cemmittee and of the House Ways and Means Committee 
explaining his refusal to act on Swiss watches, he speculated 
on why three of the Tariff Commissioners had found evidence 
of serious injury to the industry: 

The answer seems to lie almost entirely in the significance 
they attached to the fact that the expansion of domestic watch 
preduction has not kept pace with expansion of imports, so 
that the industry today enjoys a smaller share of the larger 


market. Because of the dangerous precedent which would be 

involved in accepting this share doctrine as the determinan: 

of serious injury, I should like to emphasise its far-reaching 
implications. 

The President went on to say that serious injury, by any 
definition, meant a loss to someone. Declining production. 
lower employment, lower wages, lower returns or losses on 
capital invested—any of these might, in his opinion, indicate 
some degree of injury. During the week between the two 
political conventions in Chicago, a number of correspondents, 
including, naturally enough, some Swiss correspondents, took 
a trip to Elgin; one of the centres of the American watch 
industry, expecting to find, on the basis of the tales of woe 
which had been brought to Washington by the management, 
a tragic island of unemployment, a new, 1952 Hooverville. 
They found instead a city which had grown from 38,000 to 
44,000 inhabitants in a decade and one as prosperous as other 
cities which had raised no cry for help to the federal govern- 
ment. The President, they concluded, was right when he 
rejected the idea that “serious injury exists when the 
domestic industry fails to gain something it never had,” and 
that he was also right when he said that “it was never 
intended that the programme be limited by a requirement 
that domestic production must double whenever imports 
double.” 


This requirement was also implicit in the motor-cycle case 
presented by the Harley-Davidson Company, which was re- 
jected by the Tariff Commission without the necessity of 
presidential intervention, and explicit in the cheese quota 
amendment to the Defence Production Act last year. The 
idea seems to permeate American industry that there is an 
unexpandable maximum share of the market that foreigners 
can be allowed to take. This unexpandable share is generally 
considered to be about ten per cent. 


However, there is no reason to think that any American 
exporter believes that his share of foreign markets should be 
limited to ten per cent. Indeed, the film industry, which will 
draw up a new agreement with the Board of Trade next week, 
would be shocked at any suggestion that its share of the 
British market should be restricted to five times that amount. 
Perhaps the American importer and exporter should be en- 
couraged to get together—or rather to get at the other’s 
throat—before the Trade Agreements Act comes up for 
renewal next spring. 


Internal differences of this kind will arise over the 
new arrangement just concluded with Venezuela, which wil! 
have the effect, through the application of the most-favoured- 
nation clause, of cutting the duty on oil imported into the 
United States from anywhere in the free world by amounts 
which go as high as §0 per cent. The agreement has been 
concluded over the protests of the always vocal independent 
petroleum companies, who produce and sell their oil in the 
United States and are most perturbed that the country is 
now a net importer of oil. But the agreement will be we!- 
comed by the big integrated American oil companies, whose 
operations are international and who are responsible for most 
of the Venezuelan production. It will also be welcomed by 
the steel companies, who are beginning to import iron ore 
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which will now come in duty free from Venezuela, and by 
the American growers of fruit and manufacturers of in- 
dustrial machinery, unassembled motor vehicles and wireless 
sets, whose products aré now to be treated more favourably 
by the Venezuelan customs. 


The real test of the relative strength of exporters and im- 
porters will come with the debate on the renewal of the 
Trade Agreements Act. By then there will be a new Congress 
and a new President. Mr Stevensot has not yet spoken on 
the subject of tariffs, but he has said that he will stand on 
the Democratic platform and that he thought that those who 
drafted it did a good job. His past record justifies the assump- 
tion that he would do nothing to destroy the complex system 
of reciprocal trade agreements established by Mr Cordell Hull 
and carried on through the Truman Administration. The 
Republican platform, on the other hand, not only does not 
encourage foreign exporters to extend their operations, but 
warns them to wait and see what happens when Congress 
starts to debate the Act in April. 


General Eisenhower himself has made an unequivocal 
statement of belief that “trade is a two-way street” and all 
his experience suggests that he knows the importance of Mr 
Draper’s remark that 

if the simple truth were clearly understood and accepted by 

our people, regardless of party, the next Administration and 

the next Congress would doubtless find ways and means to 


.. « greatly increase our imports from Europe and other 
parts of the world. 


Should General Eisenhower be elected, he will, as the first 
Republican President for more years than most businessmen 
care to remember, presumably be able to influence Congress 
for some time at least. He might even get an extension 
of the Trade Agreements Act through before he is forced to 
capitulate to Senator Taft and his Congressional allies. 


McCarthy Again? 


[FROM A CORRESPONDENT IN WISCONSIN] 


GENERAL EISENHOWER’S most difficult problem at present 
is whether he should give active support. to those “ pre- 
historic ” Republican candidates for Congress who are com- 
pletely out of sympathy with his international policies and 
political principles. The practical dilemma is that if these 
Republicans are defeated, as they may be without the 
General’s endorsement, then, as President, he would be 
frustrated by having to struggle with a Democratic Congress. 
On the other hand, if he does endorse them, he may alienate 
enough independent voters to be defeated himself. The 
problem has crystallised round Senator McCarthy of Wis- 
consin, who is running for a second term this year, because 
it is felt that if the General can swallow such violence and 
“ character assassination,” he can swallow anything. More- 
over, Wisconsin is an important mid-western State, which 
is Republican in local politics but was for Mr Truman in 
1948, and which has a strong independent vote. 


Although revolted by the McCarthy attack on his hero, 
General Marshall, and making it clear that he deplores the 
Senator’s tactics, General Eisenhower has so far steered a 
middle road between outright repudiation and wholehearted 
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support of Mr McCarthy. His vice-presidential running 
mate, Mr Nixon, as well-known an anti-Communist as Mr 
McCarthy but more reputable, has also avoided committing 
himself finally. What effect an outright repudiation of Mr 
McCarthy would have on the Wisconsin result is an inter- 
esting speculation ; such outside interference in state affairs 
might rally the voters to him. 


Mr McCarthy’s first hurdle comes next Tuesday, with 
the primary election in which the two parties choose their 
candidates for the state elections. Here he has five opponents 
for the Republican nomination for Senator, but only one 
needs to be taken seriously. This is Mr Leonard Schmitt, 
a lawyer from the city of Merrill, who has stumped the state 
speaking vigorously against Mr McCarthy, and has introduced 
the latest American political novelty, the radio “ talkathon,” 
on which he answers questions for 25 hours at a stretch. 
This has frightened Mr McCarthy enough to make him 
interrupt his convalescence from a serious operation and 
come back to town to reply to Mr Schmitt. 


Mr Schmitt has long been at odds with the Wisconsin 
Republican party organisation, which supports Mr McCarthy 
and has accused Mr Schmitt of being a Democrat running 
on the Republican ticket. However that may be, he will have 
little’ chance against Mr McCarthy next week unless 
thousands of Wisconsin Democrats cross the party line and 
mark Republican primary ballots for him. 


* 


This can be done because Wisconsin has the open primary 
system which is supposed to free the people from the power 
of the political bosses ; in this type of primary, those regis- 
tered as members of one party can vote in another party’s 
primary election if they prefer, and can thus influence, and 
perhaps decide, the opposition’s choice of candidate. It “is 
a system that was condemned as dishonest and undemocratic 
over thirty years ago by the-late President Taft, a sticklet 
for party responsibility, but it still flourishes in Wisconsin. 
And it explains in part how Mr McCarthy became a candi- 
date for the Senate in 1946. His opponent in the Republican 
primary in that year was Senator Robert La Follette, who 
was defeated by only just over 5,000 votes. They almost 
certainly came from Democrats who thought that Mr La 
Follette would be the most formidable opponent for their 
candidate and who therefore went into the Republican 
primary to vote for the unknown Mr McCarthy. 


Until a few weeks ago it seemed that they would be able 
to cross the party line again this year in order to defeat the 
man they helped to elect in 1946. It looked as though Mr 
Henry Reuss, a Milwaukee lawyer and once a Marshall 
Plan official, would not have to fight for the Democratic 
nomination for Senator, so that members of his party, with 
no great interest in the candidates for other offices who 
must also be chosen in the primary, would have felt free to 
take part in the Republican contest. But at the last moment 
Mr Thomas Fairchild, the Federal District Attorney and 
former State Attorney General entered the Democratic race. 


Last spring most Wisconsin Democrats and many Republi- 
cans would have welcomed his candidacy. He had run a 
good race against the state’s senior Senator, Mr Wiley, in 
1950 and by winning the election for Attorney General 
in 1948 he had given the Democrats their first victory for 
a state office for fourteen years. Although a Democrat, Mr 
Fairchild is the son of a lifelong Republican who has been 
a Wisconsin Supreme Court Justice for 22 years, and thus 
would undoubtedly get votes in November from Republicans 
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who cannot accept Mr McCarthy. But when Mr Fairchild 
changed his mind, after refusing to run, the followers of 
Mr Reuss, who had not expected a contest, were furious 
and the battle for the nomination is now bitter. This means 
that most Democrats will stay on their own side of the fence 
on Tuesday, instead of coming over to the Republicans. 
Thus Mr Schmitt’s chances of the Republican nomination 
have been damaged and Mr McCarthy’s enhanced, And if 
Mr McCarthy is nominated, as seems probable, the fight in 
the Democratic primary may leave scars on that party that 
will make it easier for him to win in November. 


But the reason why Mr Fairchild yielded to pressure and 
decided to run was because he became convinced that neither 
Mr Schmitt in the Republican primary nor Mr Reuss in 
the general election had any real chance of defeating Mr 
McCarthy, whom he loathes. Whether Mr Fairchild himself 
could do that is still far from certain, but some Wisconsin 
Democratic leaders and a few Republicans think that he has 
a good chance—if he gets by Mr Reuss in the primary. 
These people believe that Mr McCarthy has been losing 
ground with Wiscbnsin voters. .He was first elected as a 
war hero, in a year when the Republicans came in on a wave 
of reaction, but his highly advertised war record in the 
Marines has now been questioned in documented newspaper 
articles. His difficulties with income tax authorities, his 
behaviour as a Wisconsin circuit judge (which drew stinging 
rebukes from the State Supreme Court and the State Board 
of Bar Commissioners), the $10,000 he received from a pre- 
fabricated housing firm, now bankrupt, for a pamphlet he 
wrote while serving as chairman of a special Senate com- 
mittee investigating housing—all these things have been 
given wide circulation in Wisconsin in recent months. It 
seems certain also that the tactics used in his campaign against 
“ Communists-in-government ” have offended many members 
of his own party and that his violent attack on General 
Marshall backfired politically. 


* 


Those who argue that Mr McCarthy is slipping point to 
the formation in recent weeks of two citizens’ committees 
opposing the Senator, which cut completely across political 
party lines as well as economic interests. And it is believed 
that there will be a substantial “silent” vote against Mr 
McCarthy by other citizens unwilling or unable to take a 
public stand against him. Nevertheless Mr McCarthy still 
has powerful support and many hard-headed political 
observers who have no use for him personally dismiss all this 
evidence that he may not win as wishful thinking. 


These observers point out, first of all, that Wisconsin is 
a Republican state and that he has the enthusiastic backing 
of the strong well-financed state Republican organisation. 
He won lavish endorsement from the same state convention 
in June that sharply censured his colleague, Senator Wiley, 
who had inexcusably referred to Mr Acheson as “ the dis- 
tinguished and able Secretary of State.” This party organisa- 
tion is in a position to bring effective pressure on most 
Republican leaders who show reluctance to go down the 
line for Mr McCarthy. This specifically and conspicuously 
includes Governor Kohler, who has privately condemned 
Mr McCarthy’s behaviour and who even considered opposing 
the Senator in the primary. Now Mr Kohler, running for 
a second term as Governor, has not only endorsed Mr 
McCarthy and campaigned for him, but also declares 
unblushingly that the “factual foundation ” for many of the 
McCarthy charges against the State Department “ has already 
been demonstrated.” 
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{t is doubtful whether Mr McCarthy’s charges against the 
State Department, however unjustified, have hurt him 
politically in those parts of Wisconsin where isolationist 
sympathies still survive, and these attacks on “ Communism ” 
may have helped him also in traditional Democratic strong- 
holds, such as the Catholic sections of Milwaukee. The 
Senator has even had some success in equating opposition 
to himself and his tactics with pro-Communism. Finally, 
he is by far the best known of any of the candidates. What- 
ever the other results of his campaign against the St: tc 
Department, it has put his name in the news with a frequency 
unparalleled in Wisconsin politics. For all these reasons 
there are many political observers who afe convincéd that 
Senator McCarthy will continue to represent Wisconsin 
whatever General Eisenhower does. 


American Notes 


Straight Talk for Labour 


The American Legion audience which had to submit 
to a lecture on the nature of patriotism from Governor 
Stevenson, and hear that he would resist special privileges, 
even for veterans, now has the comfort that it was not singled 
out for plain talk. Labour Day, traditionally the starting- 
point for political campaigns, is the day when the trade unions 
are accustomed to have their virtues extolled by politicians, 
and particularly by those of the Democratic » which 
rightly regards the labour vote as the backbone of its strength. 
But in Detroit’ Governor Stevenson chose to emphasise 
labour’s responsibilities as well as its rights. Although a 
few months ago he was criticising the President for not 
invoking the Taft-Hartley Act in the steel strike, he has 
now accepted the Democratic position that the Act should 
be repealed, rather than revised, if only to get rid of an 
ugly piece of political symbolism, But he insisted that even 
in that “tangled snarl. of legal barbed wire ” there was some 
good. While a new law should recognise the unions as 
responsible organisations, and do away with the use of the 
court injunction in labour disputes, it should also make it 
clear that membership must be open to all, without <\s- 
crimination, forbid unfair practices by trade unions as well 
as employers, and provide means of avoiding strikes, such 
as the recent steel stoppage, which endanger the nation and 
the whole free. world. ’ 


This is not the sort of talk which brought out crowds of 
industrial workers to hear Mr Truman in 1948, and is still 
bringing them to his whistle-stops. Mr Truman has stepped 
out of the limelight with good grace, as long as he can 
continue the hard-hitting tactics he enjoys and pursues so 
effectively. For example, he is turning the tables on the 
Republicans’ demand for a change by inquiring whether it 
is a change from full employment which they really seck. 
This is not Governor Stevenson’s style. Even while he was 
rat soe — reckless sponsoring 0! 4 
poli iberating enslaved les, he politely hoped that 
the General was Tada ee 

But if the Governor failed, partly because of his matter, 
partly because of the inadequacies of outdoor television. to 
whip up labour enthusiasm at Detroit, he seems’to have 
retrieved the Negro vote, which was in danger of being Jost 
when a Southerner was chosen as his running-mate. !' is 
a feather in Mr Stevenson’s cap that Representative Adam 
Powell, the Negro Congressman who was threatening ‘/at 
his race would stay away from the polls, and Negro leaders 
from a number of other crucial states now wholeheart« ly 
support him. This conversion took place after Governor 
Stevenson promised to combat segregation in Washington .nd 


explained that he favoured a fedéral law on Negro rig1ts, 
though one which would be invoked only in states wich 
did not take action themselves. 
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The transition from raw material to industrial 
rubber, both natural and synthetic, is a 
complex process. Here, as in so many other 
industrial processes, chemicals from petroleum 
play their part, and Shell maintain rubber 
research laboratories at Thornton for this 
particular study. -DUTREX R, a Shell product, 
is a softener and processing aid, made in 


Britain. Besides contributing to the tensile 





Chemicals 


strength of the compound, DUTREX R gives the 
finished rubber greatest tear resistance with less 
abrasion loss, less flex cracking and lower crack 
growth. For the layman who may find such 
technical terms obscure, this means in plain 
words, greater durability and better value, 
whether it be in tyres, tubes, anti-vibration pads 
or any of the hundred and one other items for 


which high-quality rubber is essential. - 


SHELL CHEMICALS LIMITED, NORMAN HOUSE, 105-109 STRAND, LONDON, W.C.2 


(DISTRIBUTORS) 
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Never-Never on the Up-and-Up 


Contrary to the forecasts of the Federai Reserve Board, 
hire purchase buying has shot up since last May, when the 
board relaxed the regulations which had fixed both down pay- 
ments and instalments at a high proportion of the original 
cost of the article. This had been too high for most people 
in the low income groups, where this summer’s new buyers 
of automobiles and household appliances on credit apparently 
come from. However, although in the first burst of 
enthusiasm some retailers reduced their terms almost to the 
never-never category of no down-payments, and instalments 
lasting a life time, shop keepers are now carefully suiting their 
hire purchase agreements to their customers’ financial stand- 
ing. This is one reason why economists are not yet perturbed 
at the fact that the amount of consumer credit outstandi 
is higher than ever before. Another reason is that, wi 
earnings continuing to go up, the relationship between con- 
sumer debt and disposable personal income is remaining 
steady ; the total amount owed at present is still under ten 
per cent of the total amount available for spending. 


Consumers are, however, at last actually spending rather 
more of their incomes ; net saving, while still high, has now 
fallen to only seven per cent of the income left after taxation, 
compared with nine per cent in the second half of last year. 
It seems probable that the present rate of saving may become 
customary as long as incomes remain satisfactory. People 
seem to be buying again because they can see no prospect of 
prices dropping any further and some prospect of them rising 
again. People also seem to be buying because the cupboards 





Source ; Federal Reserve Board 


they filled after the Korean outbreak are empty and the 
clothes they bought then are wearing out. It is noticeable 
that the improvement in retail trade which is at last appearing 
everywhere, except in New York City, is more marked in 
non-durable goods, such as clothing, than in the durable 
lines, where the increase in hire purchases has to some extent 
been cancelled out by a slackening in cash sales. 


Many dealers are in fact relieved that the steel strike meant 
a sharp fall in the output of durable goods in July. This is 
particularly true of automobile salesmen, who doubt whether 
they will be able to dispose of the new cars that are now once 
more being produced at the pre-strike rate of 95,000 a week. 
Dealers in household appliances, such as refrigerators and 
cooking stoves, may, however, find their trade improving next 
month when the terms on which mortgages can be granted 
will be eased. Estate agents are hoping that the present poor 
maces for houses is only because buyers are waiting until 
they too can borrow on something oo pea hing 
terms. But there is evidence that the postwar demand for 
houses, like that for automobiles and household appliances, 
may be almost satisfied and that future sales may’ depend 
mainly on replacements and on the formation of new families 


559. 
Storming the South 


General Eisenhower made history this week by invading 
the traditionally Democratic South, which is usually writtea 
off by Republicans, and by doing his wooing by air, thus 
bringing the “ whistle-stop” technique up to date. His 
enthusiastic reception, as he vigorously attacked corruption in 
Washington, was watched intently by Democratic strategists, 
although in the past fortnight most of the rebellious southern 
state organisations have swung, somewhat reluctantly, into 
line behind the party’s national candidates. In South Caro- 
lina, Mississippi, and Louisiana, three of the four states which 
deserted Mr Truman in 1948, Democratic electors have been 
pledged to deliver their states’ electoral votes to Mr Stevenson. 
In Louisiana, a state with off-shore oil interests, this was too 
much for six of the ten electors. They resigned, and sub- 
stitutes are being sought. Democrats in Virginia have grudg- 
ingly promised to support the Stevenson-Sparkman ticket. 


The consequence is that General Eisenhower will have to 
stand on his own feet in the South, winning votes under a 
Republican or independent label. In the long run this is 
undoubtedly a better foundation for the creation of a vigorous 
Republican party in the South than the masquerading of the 
Republican candidates as Democrats at which some dissatis- 
fied and reactionary Southerners were willing to connive. The 
sole exception may be Texas, where the Democratic organisa- 
tion, affronted by Governor Stevenson’s rebuff over off-shore 
oil, may next week offer the General and Mr Nixon first 
places on the Democratic ballot. Republicans in Texas have 
already placed the local Democratic candidates upon their 
list in the hope of picking up votes for General Eisenhower. 


Both the presidential candidates, after pleasing the South 
by their moderate positions on Negro rights, have retreated 
somewhat, under northern pressure, and promised to try to 
end ‘the filibuster. This right of unlimited debate in the 
Senate is regarded by the South as the chief defence of 
minority groups against hateful legislation ; so far it has pre- 
vented any civil rights legislation from even coming to a 
vote, for sixty-four of the ninety-six Senators are needed to 
limit debate. And, under Rule 22, debate on a motion to 
change this rule may not be curbed at all. The northern 
liberals who hope early in the session to end the “ strangle- 
hold by vocal cords” are seeking.-a way round this obstacle 
by arguing that the Senate is no more a “ continuous body ” 
than the House and that, like the House, its rules must be 
voted afresh at the beginning of each session. Only a majority 
vote would be necessary. The task of handing down a 
decision on this knotty point will be an unenviable one if a 
Southerner is in the chair. But even a favourable verdict 
would not necessarily spell the end of the filibuster. Too 
many: non-southern Senators like it because it relieves them 
from taking a stand on burning issues. 


* a * 


Co-operation Against Clothing Competition 


In New York City’s clothing factories it does not seem 
as unorthodox as it would in Detroit’s automobile shops or 
Pittsburgh’s steel mills for the industry to invoke the help 
of its trade union to fight its competitors, or for the union 
to agree to be used in this way. But as a result of giving 
such a new interpretation to the old labour motto—“ In 
union there is strength ”—the International Ladies’ Garment 
Workers’ Union now finds itself involved in an anti-trust 
suit as co-defendant with the clothing firms which employ 
its members. It has also found itself departing even further 
from trade union tradition by being picketed by the 
employers of non-union labour who are bringing the suit. 

The Sherman Anti-Trust Act has been called into play 
bya group of 190 unorganised firms in the women’s apparel 
industry in New York City, about 10 per cent of such 
businesses there. The suit is their answer to the organising 
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drive, accompanied by mass picketing, recently started by the 
iLGWU in order to bring their workers into the union. This 
drive was urged on the ILGWU by the unionised firms that 
have been suffering from price cutting indulged in by com- 
petitors whose wage bills are not fixed by union contracts. 
These competitors are now accusing the unionised firms and 
the union itself of conspiring to restrain the trade in women’s 
clothing. 

Making women’s clothing is New York’s largest industry, 
with an annual output worth $600 million and a labour force 
of 250,000 workers, who have not been involved in a strike 
for over 25 years. The turbulent days when immigrant 
seamstresses were organised in East Side sweatshops is a 
memory preserved only in the turn-of-the-century name of 
the union and its central body, the Cloak Joint Board. The 
ILGWU is a veteran in the clothing business compared with 
most-of the firms it has under contract, and its policy is 
guided by the belief that it must watch the industry’s 
interests, the better to protect itself. 


In keeping with this philosophy, the union did not seck 
wage increases last year because of the depressed condition 
of the trade, and the continuation of the buyers’ market this 
year has made it~ especially important to the industry to 
remove wages and working conditions from competition. The 
co-operative attempt to organise the non-union firms has 
included ordering delivery companies with which the industry 
has contracts to desist from providing lorry transport for 
non-union shops and, according to the plaintiffs in the suit, 
attempts to force the independents to join the present 
employers’ associations. The recent picketing dramatised 
the union’s refusal to recognise the newly formed association 
of the non-union firms, a refusal based on the fact that it 
duplicates existing associations and the allegation that it is 
run by firms having unsavoury connections with the 
underworld. 

* © 


Ex pansion’s Weak Spots 


By offering rapid tax amortisation, the government since 
December, 1950, has induced private industry to promise 
to invest over $22 billion in the expansion of basic materials 
and facilities needed by the defence programme. By the end 
of June this expansion was, on the average, about half in 
piace and by the end of next year it should be nine-tenths 
complete. Some industries are much further ahead than 
others, and even inside industries the rate of growth is 
uneven ; the blast furnace programme, for example, is lagging 
far behind the building of steel works and rolling mills which 
will require pig iron from the furnaces. But even so Mr 
Fowler, the Defence Production Administrator, considers that 
the production of most basic materials has been expanded 
sufficiently to allow the defence programme to be speeded 
up, if the military authorities so desire, without pinching 
the civilian consumer. When the Administration decided to 
stretch out and slow down the defence programme it acted, 
in part, on the fear that too great a share of the available 
materials would have to be diverted to the services. 


Relatively few additions are being made to the 13,000 
“ certificates of necessity ” already granted, for most of the 
work of expanding the base of the economy has been eagerly 
snatched up. But on a few items, some of them essential in 
time of war, business has proved baulky. The goals set‘ by 
the planners are at least high enough to provide for full 
mobilisation readiness. And private businessmen are under- 
standably reluctant to invest their own or their stockholders’ 
money in plants whose products will be needed only in war- 
time or for which the supply is already equal to civilian 
demand. For example, although structural steel has been 
exceedingly short ever since 1950, only one offer to expand 
production has been made. Big structural steel shapes would 
be all-important in time of war, but the industry objects that 
capacity to turn them out is already oa in adequate 
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for peacetime ; that the trend is toward lighter forms ; and 
that structural shapes are relatively unprofitable. The same 
kind of arguments apply to certain sorts of chemicals, 


Some government planners, feeling that for the lack of a 
nail or two the whole preparedness programme may bé held 
up, would like the government itself to fill the gaps, building 
industrial plants as it did during the last war. At present it 
is building none, except in the field of atomic energy. Con- 
gress, in the original Defence Production Act, invited the 
planners to ask for ‘more powers if those they had proved 
inadequate, though it did not promise to grant them. Bur 
Mr Fowler apparently considers that direct government con- 
struction should only be a last resort, undertaken if richer 
rewards, offers of compensation, or stockpiling fail to provide 
the answer. 


Shorter Notes 


The Senate preparedness committee, in its latest 
criticism of extravagance and waste by the armed forces, 
has censured the Army’s Chief Engineer, General Pick, for 
allowing public funds to be squandered on the strategic air 
bases being built in North Africa. The need for speed, in 
order that two of the bases might be in operation within 
six months, was the root cause of the unsatisfactory con- 
struction, which means that costly repairs must now be 
carried out, but the committee also blames “ flagrant dis- 
regard for sound engineering practices,” indecision, 
confusion, poor administration, loafing and drunkenness. 
The committee admits that these conditions have been dealt 
with and that the work is now proceeding satisfactorily and 
fairly economically, bu* it is convinced that at least $120 
million has been wasted. 

. 


Senator McCarran’s perennial problem is the shortage of 
Shepherds in his state, Nevada, one of the chief wool- 
producing regions. He has sponsored special immigration 
arrangements for Basque shepherds and special foreign aid 
funds for Spain, but the Spanish government, annoyed at 
American criticism of its grandiose demands for military 
aid, has been delaying the visas for the Basque shepherds. 
However, it is understood that Spain has now remembered 
its American fairy godfather and has rewarded Mr McCarran 
by granting the exit permits. 


* 


The Air Defence Command has launched its “ Operation 
Skywatch ” in 27 states in spite of the fact that it has only 
30 per cent of the civil defence volunteers needed for round- 
the-clock duty. In order to man the 6,000 stations on both 
coastlines and along the northern border, an estimated 
500,000 volunteers are required to provide two spotters for 
every two-hour shift. Only 150,000 people have volunteered 
and only about half the projected stations can be opened 
for some hours during the day ; the Civil Defence Admini- 
strator puts part of the blame on Congress which appropriated 
$43 million for his agency instead of the $600 million 
requested. 

. 


Continued sales of the “miracle” drug chloromycetin 
is to be permitted by the Food and Administration 
in view of its value in treating such serious illnesses as typhoid 
fever, but the medicine must now carry a specific warning 
against its indiscriminate use for minor infections. This 's 
the result of an investigation after reports that severe blood 
disorders in some cases followed the use of this poweriul 
antibiotic, which has been administered to about 8 million 
patients since 1949. 
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Look down the street 


en 


The Newcastle Flying Coach 


THE first hint of quicker travel by coach came from Newcastle upon Tyne, 
where an advertisement of the Flying Coach in 1734 announced that eight 
horses would be used for it. The journey to London was “ to be ‘performed in 
nine days, three days sooner than any other coach that travels the road.” 
Ne upon Tyne is the administrative centre of the 
North-Eastern District of the Bank, and has, in common with 
other districts, its own local Board of Directors and District 
General Manager. 3 
By this policy of local direction and control the Bank believes it 
can provide better service for its customers by way of prompt 
decisions linked with a wide and sympathetic understanding of 
local developments and needs. 


MARTINS BANK 


LIMITED 
NORTH-EASTERN DISTRICT OFFICE: 
22, Grey Street, Neweastle upon Tyne. 
LONDON DISTRICT OFFICE: 

68, Lombard Street, E.C.3. 

HEAD OFFICE : 

WATER STREET, LIVERPOOL 2. 


Total Assets (as at 30th June, 1952) £339,517,017 
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subject to income tax at the standard rate 


The current rate of interest on share accounts is 23%, 
and on ordinary deposit accounts 2%, with income tax 
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Total Assets £136,630,000 third the weight of steel is equally as strong and 


ABBEY NATIONAL lasts longer. 


“ Duralumin ” can be welded, machined, pressed 
BUILDING SOCIETY and fabricated in much the same way as other 
HEAD OFFICE: ABBEY HOUSE, BAKER STREET, LONDON, N.W.l metals. It is produced as sheet, strip, tubes, wire 
For address of Local Office see Telephone Directory and sections; the latter in a limitless variety of 
different contours. 
While shortages exist at present, this is a passing 
phase. Now is the time to consider the use of 
aluminium alloys in your business so that your 
plans may be complete when the needs of re-arma- 
ment are satisfied. Our development department 
will advise, entirely without obligation. 
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THE WORLD OVERSEAS — 





Japan Eyes the China Market 


(From Our Tokyo Correspondent) 


NS one—least of all, probably, the Government leaders— 
knows what Japanese policy really is on the long range 
question of trade with Communist China. It may be sus- 
pected that at present no hard-and-fast policy exists. In 
uneasy theory, the Government is firmly opposed to all trade 
with Peking which comes within the scope of the western 
powers’ restrictions on exports of “ strategic” materials to 
the Communists. But the sensitive ear can detect a hollow 
and forced ring in the Government’s loud warnings against 
the perils and futilities of trade with Communist China. 
Different ministers advocate different courses. The Foreign 
Office and the Ministry of International Trade and Industry 
are openly at variance. The Prime Minister directly contra- 
dicts his Foreign Minister on Japan’s attitude to the Peking 
Government. And industrial pressure for a resumption of 
trade grows all the time, not only among the ranks of the 
businessmen, who support the conservative government, but 
in trade union circles also. In this conflict of voices and 
division of authority, the Chinese Communists have an 
admirable opportunity to make mischief by offering trade 
concessions to split Japan from the West. 

There are two independent and, indeed, opposed Japanese 
movements now actively negotiating for resumed trade with 
Communist China. The brisker movement is branded as 
illegal and invalid by the Foreign Office and is subject to the 
same charge of involuntary propaganda influence as are the 
British and French interests which have made similar vague 
barter agreements with Communist states.. Last June three 
self-appointed Japanese delegates, described as representa- 
tives of the China-Japan Trade Enhancement Association, 
signed a £30 million barter trade “ agreement” in Peking 
with Nan Han-chen, chairman of the Chinese International 
Trade Enhancement Committee. It was agreed that trade 
should “ in principle ” be in barter, and that financial calcu- 
lations should be in sterling. There were special provisions 
that, for the discussion of details, Japanese representatives 
should go to China and that the location of a proposed 
arbitration committee to discuss any disputes should be 
“within the boundary of China.” 


But the real catch was that all barter commodities were 
classified into three groups, “A,” “B” and “C”; that the 
commodities in each classification were to be exclusively 
convertible ; and that the items which Japan needed most 
from China (coal, soya beans, iron ore and manganese ore) 
were interchangeable only for Japanese copper, steel products, 
railway materials, tinplate, aluminium, metal ingots and 
other vital commodities almost all of which are prohibited 
under the western ban on exports to the Communists. Some 
idea of the circumstances in which the “agreement” was 
signed may be gauged from the earnest testimony of one of 
the three Japanese signatories, an elderly lady socialist, Mrs 
Tomi Kora, that the Chinese had assured her sincerely that 
any strategic materials supplied by Japan would definitely 
be used only for civilian, and never for military purposes. 


The Foreign Office angrily denounced the “ agreement ” 
as “illegal.” But Mr Nobuhiko Ushiba, chief of the Bureau 
of Commerce, speaking on behalf of the Ministry of Inter- 
national Trade and Industry, said blandly that “such barter 
trade on a sterling basis was not impossible,” and that his 
Ministry might issue permits for such trade, “ depending on 
the nature of the articles involved.” The first tentative but 


definite barter moves, avoiding controversial strategic 
materials, have already been initiated between Japan and 
China. The first modest deal was valued at only £2 million 
—Chinese lacquer, talc and plaster for Japanese typewritc:s 
and bicycles. The second is reputedly valued at £3 million - 
the exotic but “ strategically” harmless exchange includes 
Japanese bicycles, dried cuttlefish, sewing machines and 
DDT, and Chinese liquorice, raw cotton (6,000 tons), cow- 
bones, coking coal (250,000 tons), and pig bristles. Details 
have not yet been settled, and many cynics are asserting that 
the deals are only paper propaganda. The Foreign Office 
has firmly announced that it will refuse visas for Japane<< 
export representatives to go to Communist China, but there 
is a loud hint reverberating throughout the business world 


of Osaka that the Government will not stop anyone from 


visiting Hongkong to hammer out adjustments. 


Meantime, on what may be called the official trade fron:. 
the Ministry of International Trade and Industry is nov 
diffidently exploring the possibility of expanding exports 0! 
weaving machines, dyestuffs, paper apd woollen goods 10 
China. The previous barrier against the Japanese export 
of these items was lifted at the recent five-nation talks «: 
Washington, which finally allowed Japan to join the United 
States, Britain, France and Canada on the Co-ordinating 
Committee for Export Control in Paris. To these com- 
modities—which, as Japan knew, the West had been expor'- 
ing to the Communists while prohibiting Japan from doing 
so—were finally added under pressure from Japan, such 
mystical but valuable goods as Japanese agar-agar, DDT. 
mosquito incense and pyrethrum. 


“Thin End of the Wedge 


Japanese industrialists have not shown excessive enthu- 
siasm over these first trade concessions granted by the Wes". 
Conservative estimates place the value of official business 
with Communist China—as distinct from, and in addition 
to, the volume of unpredictable business under the unoffic:.! 
barter “ agreement ”—at no more than $28 million for the 
last four months of this year. This makes a poor showing 
beside Korean war orders placed by the United States, which 
averaged $30 million a month all last year. But it repre- 
sents the thin end of the honourable wedge, and as such °s 
not being scorned by industrialists who have huge stocks of 
dyes, textiles, paper and woollen goods ready for immedia'c 
export if Communist China will take them. 

A further complication has been the spirited attempt by 
Chiang Kai-shek to present a wider alternative non- 
Communist Chinese market for Japan. He has sent the 
amiable General, Chang Chun, former Premier, as a trace 
emissary to Japan. General Chang argued that Japan’ 
“dream of trade” with Communist China was based on “2 
hoax,” that China needed its raw materials as desperatc!y 
as the Japanese did. The Japanese listened impassivly but 
sat up and took notice when Chang promised an “ interim ” 
arrangement, during “the temporary Red regime,” which 
would “throw open” to the Japanese “the resources and 
needs of several million Chinese non-<Communist busine:s- 


men in South-East Asia countries.” The Japanese may have 
their private reservations about the “ ime,” 
but the prospect of some hard trade 
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attracted them at once. There has been growing an uncon- 
cealed impatience with the glitteringly vague American 
offers of a vast new trade bonanza in South-East Asia. 
General Chang’s proposition is being followed up with 
customary Japanese thoroughness and vigour. 

Apart from the possibilities of this new proposition for 
Formosa, Japan expects to sign another trade agreement 
with Nationalist China, valued at $72 million a year for 
exports and imports alike. The present trade agreement is 
worth only $50 million. Japan’s principal exports will be: 
fertilisers, textiles, iron and steel goods and machinery ; and 
its imports, rice, sugar, bananas and pineapples. The new 
trade ‘pact, at General Chang’s bland suggestion, will ‘be 
known as the Japan-China Trade Agreement instead of the 
present Japan-Formosa Trade Agreement. The next move 
seems to lie with Communist China. 


The Fifth Soviet Five- Year-Plan—Il 


Bright Prospects for the 
Russian Consumer 


[r was argued in a previous article that the pattern of develop- 
ment of Soviet basic production has not been changed 
radically in the new plan. Yet, if there are no novel depar- 
tures, there is a certain shift in emphasis: a fuel-saving 
campaign and the substitution of electricity for other fuels ; 
plans for speeding up the production of timber and building 
materials ; efforts to achieve self-sufficiency in non-ferrous 
metals through the development of home deposits and of 
synthetic substitutes; and last but not least great emphasis 
on the output of the engineering industry. All these were 
features of the previous plan ; but in the new one they receive 
even greater emphasis. 


The important role ascribed to electric power is the more 
significant, since the planned increase in oil production is 
the most spectacular target of the plan. Coal is progressing 
regularly towards its goal of 500 million tons by 1960. This 
week, it was reported that coal production now rums at a 
rate 8 per cent higher than last year and hence should 
top 300 million tons for the first time this year. Oil output, 
however, is scheduled to reach 70 million tons in 1955 ; that 
is, 10 million tons more than its long-term goal. All the 
same, the planners foresee the progressive introduction into 
the countryside of-electrically driven tractors, a greater elec- 
trification of transport and the use of electric power in the 
development of regions where coal is in short supply. Such 
ambitious plans of power expansion are made possible by 
the gradual putting into action of the hydro-electric power 
stations built as of the “ Great Projects.” By 1955 these 
should account for about one-fifth of the total electric power 
generated and they should account for about one-third of 
the planned increase of some 60,000 million kwh. 


Industrial expansion makes great demands on the building 
trade to provide both factories and houses for the workers. 
The Russians recognise that the timber industry has “ failed 
to keep pace with the growing needs of the national 
economy.” Output of timber is now to be stepped up and 
that of building materials as a whole is to be at least doubled 
during the §-year period. State building should provide 
some 105 million square metres of floor space in the towns, 
and private construction should bring it up to over 120 
million square metres. Although housing will remain an 
acute problem for a long time to come, the new planned 
figures compare favo with the 85 million square metres 
planned i 100 — as in the previous five 
years, parti y as | umped together war 
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This is in fact the only direct reference to the eastward 
shift of industry, which has been a salient feature of postwar 
Soviet development. An indirect indication is provided by 
the intended expansion of the production of non-ferrous 
metals, since the deposits of the latter are located chiefly in the 
Urals or further east. During the five years of the plan the 
output of nickel is to rise by one-half, that of tin by over 
three-quarters ; copper production is to be nearly doubled, 
that of zinc is to increase one and a half times, while the 
output of lead and aluminium is to be increased even more 
steeply. With the exception of tin and nickel, the planned rate 
of expansion is greater than in the previous plan. In addition, 
the rapidly . growing chemical industry is to help by 
providing Ersatz non-ferrous metals and synthetic rubber. 


In its emphasis on steel alloys, the chemical industry and 
non-ferrous metals the new plan is reminiscent of the third 
§-year plan which was interrupted by the war. Then, too, 
stockpiles were to be increased. Now they are to be doubled, 
while the national income is to rise by only 60 per cent. 
Hence, reserves which, partly out of fear and partly to smooth 
the running of the economy, have always been high in the 
Soviet Union, may well be increased to nearly 8 per cent of 
the national income, instead of the usually estimated 6 per 
cent. The greatest resemblance, however, lies in the stress 
laid on engineering. In the new plan, to quote a striking 
example, the output of the machine building and metal_pro- 
cessing industries is to be doubled in the five years. 


The great difference between the third and fifth plans lies 
in the production of consumer goods. In 1939 large increases 
were indeed planned, but there was a great discrepancy 
between the planned pace of heavy and light industry. The 
new plan is to close this gap as the following indices show. 


PLANNED INDICES oF INDUSTRIAL PRODUCTION 
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The present plan does, in fact, give an idea of what the 
Russians could achieve if they devoted more thought to the 
consumer. If the light and food industries are allowed to run 
according to schedule, the Soviet Union will by 1955 produce 
twice as many woollen fabrics, and twice as much sugar and 
fats-as in 1940; the output of cotton goods will exceed the pre- 
war level by three quarters and the output of shoes by a haif. 
Even allowing for the growth of population these are tremen- 
dous increases. Yet the-Russian consumer is promised still 
more. The sales to the public of clothing, shoes and sugar 
should rise during the 5-year period by about 20 per cent 
more than the domestic output of these articles. This fits 
in well with the reference in the draft plan to closer co-opera- 
tion with the countries of the Soviet bloc and to the develop- 
ment of relations “ with all countries which wish to develop 
trade on the basis of equality and mutual benefit.” It remains 
to be seen whether the Russians really intend to buy con- 
sumer from the West or whether the gap between 
domestic production and the promised supplies is to be 
accounted for only by Czech shoes and Polish textiles, 


ee average a 
pects must dazzling. ¢e planned supply of consumer 
goods may still fall far short of the promised land of plenty 
of the Communist millenium or even of the American stan- 
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like plenty to the Russian who has not yet forgotten the 
appalling conditions of war and its aftermath. 


These prospects must arouse great hopes. They may also 
evoke bitter memories. The third 5-year-plan promised the 
Russian consumer a rise in his standard of life which was 


PRODUCTION OF CONSUMER GooDsS 
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Cotton fabrics .. | mn. metres| 3,886 | 3,815 | 4,656 | 6,142 
Woollen fabrics. | cs 120 | 167 189 257 
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SURE civ oss ad ‘000 tons 2,150 | 2515 | 2,969 | 4,477 
Animal fats .... ni + wT) 35 | 559 
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substantial, even if it was not as spectacular as the one 
promised now. He seemed to have it almost within his 
reach. Then came the spectre of war, rearmament, a shift 
towards heavy industry and finally war itself. Will the hopes 
of the ordinary Russian again be doomed or will he—after 
decades of hard toil, privations and bitter disappointments— 
at last get his reward ?~ If they do not consider war imminent 
it may well pay the Russian leaders to carry out these plans. 
Even if they fall short of completion, an additional pair 
of shoes, a few extra yards of cotton, a few more ounces of 
sugar will pay rich dividends in boosting morale and 
strengthening the regime. 
(To be concluded) 


Egypt in the Red 


[BY A CORRESPONDENT] 


In Cairo, two weeks ago, the Minister of Finance, Abdel Gelil 
e] Emary, told a press conference that the cotton policy of the 
Wafd “had had a most disastrous effect on the country’s 
economy.” It may or may not be good politics to blame the 
present critical state of Egypt’s finances upon the Wafd. But 
there can be no doubt about the facts. Cotton normally 
accounts for something like 80 per cent of the country’s 
exports. During the last two seasons the fantastic manipula- 
tions of the price of cotton on the Alexandria market, which 
the Wafd allowed or encouraged, in.order to favour its 
friends and supporters, pushed prices so high that on each 
occasion a large carry-over had to be taken over by the 
government instead of being sold to foreign spinners. 


Moreover, the Wafd’s determination to keep cotton prices 
high not only reduced the value of the country’s exports but 
actually increased its bill for imports as well. For if he is 
persuaded that he will get a good price for his cotton, the 
fellah somewhat naturally plants more cotton and less grain, 
with the result that more grain must be imported. In 1950 
the value of Egypt’s imports of wheat was £E13.8 million. 
Last year it was no less than £E34 million. It is true that 
stockpiling in the Western world during at any rate the earlier 
part of 1951 tended to mask the results of this policy, for in 
that year the value of exports was {E203 million compared 
with imports amounting to £E242 million if monetary gold 
is excluded. But the full effect became strikingly plain in the 
first six months of the present year, when the value of exports 
was estimated at {E67 million compared with no less than 
£E124 million in the first six months of 1951 ; the value of 
imports amounting to {E120 million and £E113 million in 
the first half of 1951 and 1952 respectively. The favourable 
balance of visible trade in the first half of 1951 has thus been 
replaced by an adverse balance of £E46 million in the first 
half of 19§2. 


According to figures published by the National Bank of 
Egypt, current invisible exports in the first six months of 
1951. (the Jatest figures available), amounted to £E47.7 
million, consisting mainly of Suez Canal dues (£E13.3 
million); expenditure of British troops in Egypt 
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(£E6.6 million); the country’s gross shi earnings 
(£E3.8 million); interest and dividends -4 million) ; 
and no less than £E19.8 million being described as “ other 
receipts.” Current invisible imports amounted in all to 
£E36.7 million, made up mainly of “travel and main- 
tenance” ({E7.4 million) ; interest and dividends ((E7.4 
million) ; government expenditure abroad ({E4.1 millioa) ; 
and gross shipping disbursements (£E3 million). There 
was thus a credit balance on current account of invisible 
items amounting to {E11 million. But even on the some- 
what optimistic assumption that in the first half of 1952 
invisible items have yielded the same surplus as in the first 
half of 1951, the gap which has still to be filled is large 
indeed. It is hardly surprising that the Egyptian authorities 
should have pressed Whitehall so long and so earnestly to 
release before it strictly need have done, the {10 million 
which the Treasury undertook by the 1951 Egyptian 
Payments Agreement to release by the end of each of the ten 
years for which the agreement runs. Nor is it altogether 
surprising, in view of the interest which Britain has in pre- 
venting a serious worsening of Egypt’s position, that 
Whitehall should have agreed. 


Gold Reserve Built Up 


When, in the summer of 1947, Egypt cut loose from the 
sterling area and began its attempt to make the Egyptian 
pound stand on its own feet, there were many who thought 
that the experiment would end in failure. As things turned 
out, a sustained period of high prices for cotton in world 
markets enabled Egypt to earn the dollars needed to acquire 
a gold reserve. This gold reserve now stands at {E6o0.6 
million, covering a third of the notes at present in circuia- 
tion. This is an important consideration in a country of 
peasants who understand gold but distrust paper. In «ddition 
a reserve has been built up of some £E35§ million in foreign 
currencies other than sterling, though there has been a heavy 
fall since the beginning of this year, when it stood at over 
£Es50 million. Moreover, it has proved possible to transact 
a substantial proportion of Egypt’s foreign trade in the 
so-called Egyptian export pounds, which in 1951 amounted 
to {E19 million. It is true that the value of the currency 
on the free market has fallen in recent months to a discount of 


_30 per cent, though, as the Minister of Finance pointed 


out, the discount now stands at only 10 per cent. 
It is true that in the last four years the restrictions have 
not prevented a large flight of capital to Zurich, Amsterdam, 
New York and Buenos Aires, It is true also that the whvie 
experiment has involved a serious reduction in the sterling 
balances, which now stand at {E173 million compared with 
£E224 million at the end of 1950. In spite of all this, and 
in spite of the disastrous six months Egypt’s foreign «trade 
has just experienced, it would be premature to assume that 
the bold decision of 1947 has not proved a success. 


But another cotton season like the one just coming to 
an end would make the assumption unavoidable. Even before 
the recent upheaval, action had been taken to reduce imporis 
and to economise foreign exchange, for instance, by the 
restriction of travel allowances. And there is 10 
doubt that the present government is alive to the 
real danger which faces the country. The Minister of 
Finance’s recent declaration that its policy will be to 
accelerate the movement of cotton is a sure indication that 
it considers it to be more in the country’s interest to sce 
that the cotton is actually exported than to encourage 4 
bull market at Minet-el-Bassal and to come to the rescue 
of the speculators when they get into trouble. Indecd, 
if the government is as good as its word about the drive 
against Corruption, one or two of the better-known names 10 
Alexandria may not be heard of for some little time. 

All this will help. But there will still be a long way ‘© 
go before Egypt’s international accounts can be balanced 
this year unless it succeeds in selling its cotton abroad, and 
in selling it at a price considerably higher than that ruling 


BUY 
ROC 
ASH 
Loc 


BIR 


FRI 














THE ECONOMIST, September 6, 1952" 


On virtually every 
British car— 









WILMOT BREEDEN components and 

accessories are playing an essential 
part in maintaining that lasting 
dependapility which “has won 
world-fame for British cars, 


" 


aS aaaaneseanmnenmnaall 


WILMOT BREEDEN 


LIMITED 


RUMPERS AND OVFR-RIDERS +* DOOR HANDLES AND LOCKS - WINDOW WINDERS 
ROOF LAMPS AND SWITCHES + STEERING WHEELS * RADIATOR AND HORN GRILLES 
ASH TRAYS * BONNET HINGES BODY MOULDINGS * BADGES AND MASCOTS 
LOCKING PETROL CAPS * IGNITION LOCKS HYDRAULIC ELECTRIC EQUIPMENT 


BIRMINGHAM + LONDON + MANCHESTER «+ BRISTOL - GLASGOW 








Thousands of duralumin rivets can be heat treated in a 
single batch to 500°C. and then quickly “ quenched "* * 
or cooled to room temperature. At this stage they are 
still pliant enough to form or head, but only for a 
few hours. 

That’s where refrigeration steps in. If, after 
“quenching”, the rivets are cooled still further and 
kept at 0°F., the metal will remain in a workable state 
for several days. Refrigeration is the answer to this 
problem and a lot of other people’s problems too ! 


If you’ve a cooling problem, consult 


FRIGIDAIRE 


the experts in refrigeration: 
commercial, industrial, medical and household ~ 


FRIGIDAIRE DIVISION OF GENERAL ‘MOTORS LIMITED 
Stag Lane, Kingsbury, London, N.W.9.” Telephone ; COLINDALE 6541 





7 DAYS FREE TRIAL OF 





LOWEST LEV EL PRICES 












'49 ALVIS 14 Saloon...... £975 ‘48 JAGUAR 14 S/Sat. ... 
‘51 ARMSTRONG Sid. et) JAGUAR 3 Mk V 
= 18 Typhoon ...... oes 1195 paca scsi aneatinaited 
51 eee Sid. ms JAGUAR XK 120 
cere, so TE atiiisiscccncebes 
47 AUSTIN 10S/Sal. ... 525149 M.G.11 T.Con cc versenee 
‘46 AUSTIN 12 S/Sal. .., be ‘$0 MORRIS Minor Tour 
‘30 AUSTIN A.40 ......... $ 50 MORRIS Oxford....... 
‘St AUSTIN A.90 Sal. ... 1093 +59 RILEY 14 Saloon...... 
am Cor th 5 ek. gO ROVER 75 ic Biel 

+p nite a ress oa 50 ROVER 75 P.4....... 
Caan: t 1395 - 30 SINGER S.M. 1500 

ee sa eeindaotis — 

2 ‘ is 1795 : cadre Tre Te eee eNnmOne 
a FORD 8 Saloon 595 30 STANDARD 18 Van. 
‘50 FORD Pilot eae 795 ‘48 SUN/TALBOT 10 Sal. 

Radio & Heater...... 825 +50 TRIUMPH Mayflower 
*§2 HILLMAN Minx NOE ovo be ncedsnes 
eR 1025 °50 TRIUMPH 2000 Sal. 





’S| HUMBER 16 Hawk, "30 VAUXHALL Velox... 

Radio & Heater...... 1195 ‘30 VAUXHALL Wyvern 
‘49 HUMBER 18 Snipe... 825 ‘Si WOLSELEY 6/80...... 
"49 HUMBER 27 S./Snipe 3895 "50 WOLSELEY 4/50 Sal. 


A Selection of New Cars for lmmediate Delivery. : 







HENLYS 





Devonshire House, Piccadilly, W.1 (GRO 2287) 
and at 1-5 Peter St., Manchester 
Cheltenham Rd., Bristot 
182 London Rd., Camberley 
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COLVILLES 


SMALL MILEAGE CARS 





£825 


1795 


645 
695 
895 
995 


1095 
. 1545 


845 
895 
725 
995 


$25 
995 
895 
875 


1095 


995 


All Cars Guaranteed. Deferred Terms. Write, phone or call today. 


Ongland 's isfoackion (MotorAgents 


Head Office: Henly House, 385 Euston Rd.. N.W.1. (EUS 4444) 


: The Square, Bournemouth 
A. Mulliner, Bridge St., Northamptor 
30 Branches throughout the Country 





JoOLVILLES BIO 69S, WESE SEORGE STREET GSUASCOM £.% 
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“T IS A FINE THING, someone once said, to have ances- 
tors; but if you have none worth speaking about, it is 
not a bad plan to set up in the business yourself. There 

are towns like this. The guide books are terse about them. 
‘Pop. 18,157; early closing Wednesday; nothing note- 
worthy to see...’ There are many such, not quite new and 
not very old, whose traditions are still in the making. 

x *%* * 


Ir wAs in a town of this kind that Mr. Robertson came to 
live. As he surveyed it for the first time, it looked common- 
place enough; the old weathered cottages, the newer houses 
and the tarmac road that led along the valley to the ironworks 


beyond, a a. + 


NortHinG noteworthy—or so it would have seemed to Baedeker. 
But Mr. Robertson was not a starry-eyed visitor. He had come here 
because he had a job to do. To him there was one thing very note- 
worthy about the little town. It was full of people. People and their 
problems were Mr. Robertson’s business. 


Tuey have been the concern of Mr. Robertson, his colleagues 
and his predecessors for just over a century—although not always 
to the same extent as today. Mr. Robertson's business, which is 
home service insurance, has developed in much the same way as 
the town in which he came to work. Like cities many times its size, 
its social pattern reflects in miniature thestory of a nation’s growth. 
Every week, from Friday to Thursday, Mr. Robertson cycles 
through acentury of history; from the old farmhouses on the village 
outskirts, through the ‘new’ but sooty town to the villas on the 
windward side of the smoke. There are families in every row, street 
and crescent who are at home, on one day or another, to Mr. 
Robertson. 


“Pop. 18,157...” Most of it is in the ‘new’ town that Mr. Robert- 
son visits on a Friday evening, for it is reasonable to collect insur- 
ance premiums when people find it easiest to pay them. Hereabouts 
this Friday evening visit has been a custom for as long as there have 
been local traditions of any kind. No one, save for a few cottagers, 
lived here before the mineral quarries were opened and the iron- 
works built. Ever since, the insurance man’s regular call has been 

"an accepted feature of domestic routine. Often enough, family 
problems are stored up during the week for his attention. 


Tuis valley town, like many others, has had its ups and downs; 
today. it is one of the all-important reservoirs of Britain’s produc- 
tive energy. And Mr. Robertson—like the fitters and foremen and 
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clerks he visits in their homes and sometimes in the works canteen 
—is also playing a part in keeping the nation’s economy on an even 
keel; in helping, perhaps, to turn the wheels within the factory gates 


For Money is needed to keep these wheels spinning. Mr. Robert- 
son’s policyholders are among the millions of families who help to 
provide it and who enjoy, in consequence, the security that wisely- 
spread investments yield. To offer this extra measure of security, a 
family safeguard for the present and often a provision for the future 
as well, is the primary purpose of life assurance. But if the inten- 
tion to save were not constantly refreshed by painstaking personal 
attention, the nation, no less than the individual policyholder, 
would be poorer, 


Tue voluntary effort of countless families throughout the coun- 
try, aided by the service that Mr. Robertson and his colleagues 
bring to their homes, enables millions of pounds which would 
otherwise be ‘spending money’ to be funnelled off every year to 
augment the nation’s savings. A large part of the funds adminis- 
tered for the policyholders provides capital resources which invig- 
orate vital productive industries. : 


Mr. ROBERTSON may or may not reflect on these affairs as he 
cycles home to a belated meal. Most likely his thoughts are else- 
where. For his concern is with the people, provident and happy- 
go-lucky alike, whose needs and problems he has come to under- 
stand so well. 


His interests are intimately linked with theirs. And if he reaches 
home to find an urgent call to be dealt with before he finally ‘urns 
in—well, that is just one of the services which play an indispen.able 
part in sustaining this nationwide thrift movement. 


Issued by the Industrial Life Offices ae wn 
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today. Otherwise there must be further calls for foreign 
assistance and further drafts on the reserves. But foreigners 
can be tough, and the reserves are not inexhaustible, even 
if the government were strong enough to requisition balances 
held by Egyptians abroad. The plans for the redistribution 
of large estates, now being so hotly canvassed by the army, 
will be more likely, at any rate for the time being, to retard 
than promote more production and better sales. It may 
well be that the country will have to consider seriously 
whether it is wise to rely on one cash crop alone. 


Spanish Optimism 
[BY A CORRESPONDENT] 


Tue doldrums into which the United -States’ negotiations 
for bases in Spain have drifted are reported to be due to the 
stiffness of General Franco’s terms: That he is m a position 
to dictate such terms is in turn largely dué to last year’s 
excellent harvest, with the prospect of another almost equally 
good this year. This situation has given rise to mounting 
confidence in Spanish official quarters, where it is perhaps 
felt that if the country managed to -pull through the lean 
years of droughts and scarcity almost without American aid, 
why should it not now, from a position of relative strength, 
extract the best possible terms for its bases. But how real 
is this strength and how far is official optimism justified ? 


The production last year of approximately. 4,150,000 
metric tons of wheat as compared -with 3,382,000 in 1950 
provides the chief source of both strength and optimism. 
Since the last harvest the gradual abolition of food rationing, 
which was completed on June 1st, has been a sign of the 
improved food situation. Prices have fallen ; official sources 
give the foodstuffs index for March, 1952 (basis 1936 = 100) 
as 740.4, compared with a monthly average for 1951 of 
762.9. People complain, however, that whereas before they 
were able to buy rationed foods, small it-quantity though 
these were, at controlled prices, now they have to buy ¢very- 
thing at the frée price, which in most cases has been almost 
as high as the former black market price ;.but the prospects 
of another good harvest are daily causing a salutary down- 
ward trend. 


The supply of fertilisers, which has been one of General 
Franco’s worst headaches, has recently greatly. improved. 
There have been imports under the United States $62.5 
million credit, but from a long-term point of view the pro- 
ject to manufacture nitrogenous fertilisers in Spain is more 
important. Already production is well under way. It is 
hoped that before many years, home production will provide 
about one-quarter of the country’s nitrogenous fertiliser 
requirements ; but the rest has still to be imported, or else 
foregone. 


The favourable trade balance for 1951 of 172.9 million 
gold pesetas, as compared with an adverse balance in 1950 
of 1.2 million gold pesetas, provides further substantial 
grounds for confidence. The rains which fell in abundance 
early in 19§1 provided the much-needed electric power upon 
which Spanish industry depends. The Government has 
undertaken an extensive hydro-electric power scheme which 
was already yielding results in increased production during 
1950 despite the continued drought conditions which forced 
cuts in the supply of electricity. Provided that conditions 
of drought do not return, the outlook for the supply of power 
to industry would seem favourable despite the shortcomings 
revealed in the recently published Bank of Urquijo repert. 
The large increase in the tourist industry, stimulated by the 
so far yy seer charms of Spain, as well as by a rate of 
exchange 


substantially fo improve the country’s foreign exchange posi- 
tion. Last but not least, there is the Franco regime’s feeling 
of restored self-esteem in the international sphere, which has 





ed at a specially favourable level, has helped 
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given it added confidence in-dealing with the internal sitwa- 
tion and caused its enemies within the country to despair. 

These are a few of the more important factors which have 
given rise to the present optimism in official quarters. But on 
Closer examination, there is also another side to the picture. 
Although the 4,150,000 metric tons of wheat harvested last 
year was a bumper crop, it did not reach the average for the 
years 1931-35 of 4,364,000 metric tons. This is due to the 
decrease in both the area under cultivation and in the average 
unitary yield which has taken place since the Civil War. In 
recent years the official price offered for wheat has been so 
low that the farmer has preferred to grow other more lucra- 
tive crops or to sell his wheat in the black market, while lack 
of fertilisers has also helped the decrease in production. 
Meanwhile the population has increased from 23,563,867 in 
1930 to nearly 29 million today. Thus, in order to attain 
the pre-Civil War standard of consumption, production will 
have to be still further increased, and although the crops are 
good again this year, there is no guarantee that high yields 
will continue. The slump in food prices and the removal of 
many government controls, including official buying with its 
guaranteed minimum price, has seriously affected growers. 
It seems likely that next year there may be a shortage of 
such commoedities as potatoes, which the disgusted grower 
finds today are a glut on the market. Despite the fact that 
food prices have come down, all other items in the cost of 
living indices have risen. 


Foreign Trade Difficulties 


Last year’s favourable trade balance has not been con- 
tinued this year. During the first five months of 1952 there 
has been an adverse trade balance of 20 million gold 
pesetas. Spain, like Britain, is faced with the prospect of 
strong competition from Japan and elsewhere in the export 
of manufactured cotten goods which now form one of its 
most valuable exports. The 1952-53 orange crop promises 
to be so good that a serious slump in prices is feared ; so is 
growing competition from French North Africa and. Israel. 
Spain has probably suffered more than it has benefited from 
the recent high prices of raw materials. Although its minerals 
have fetched high prices, its present policy of industrial 
expansion has made necessary extensive imports of raw 
materials. 

Spain’s economy is’ suffering from a too rapid expansion 
of secondary industries to the neglect of its basic industries 
and essential services, such as transport.. It is probable that 
at present the rate of depreciation of capital equipment is. 
greater than the rate of capital investment. General Franco 
boasted last May of the amount invested in new industries, 
but it would probably have paid better dividends to have 
invested some of this money in the railways, which are at 
present proving a brake on industry as a whole. The new 
industries require foreign exchange not only to buy capital 
plant but also to secure raw materials when they first come 
into production and before they have yet shown any return 
—provided, of course, that markets can eventually be found. 
Nor is Spain in a position to squander its foreign exchange 
because its gold holdings are slender ; in April, 1952, they 
amounted to only $51 million. 


These may, perhaps, seem to be somewhat gloomy remarks 
in face of the optimism at present radiating from Madrid ; 
and indeed there is no doubt that, compared with March, 
1951, the period of the Barcelona strikes, the situation today 
is transformed. It would be still further transformed were 
substantial United States aid forthcoming. But even were 
General Franco not so well placed as he now is, or thinks he 
is, it is probable that, as a good Galician, he would prefer 
to do without rather than to compromise on the terms he has 
laid down. And were hard times, such as a further series 
of droughts, again to come its way, Spain has shown before 
tat it has the qualities of a good horse faced with a sticky 
jump that can always manage to find a spare leg. 
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South Africa Makes 
Crime Pay 


[FROM OUR JOHANNESBURG CORRESPONDENT] 


Ar this time of the year the great plains of the Orange Free 
State lie flat and yellow in the winter sun under an enormous, 
tight-stretched canopy of thin blae sky. The roads run 
straight as rulers from horizon to horizon, lined with tall 
blue gums. Farms here are about 6,000 acres: some are 
much larger ; they grow maize and wheat and rear cattle and 
sheep. Despite the difference between the world price of 
maize (£3 a bag) and the South African price which the 
farmers get through the state control board ({1 10s. a bag), 
the farmers are prosperous: incomes of individual farmers 
of between £40,000 and {£60,000 are plausibly mentioned. 
Part of the reason is cheap black labour. The income of 
an agricultural worker rarely if ever exceeds {60 a year, 
and this includes what he can get from the sale of his own 
maize grown on a few acres which the white farmer may 
allow him to cultivate. The cash wage of an agricultural 
labourer is 30s. a month. 


But the farmers are running into difficulties. The new 
goldfields nearby are drawing labour away from the farms ; 
and in any case the Africans are showing an increasing 
aversion to farm work, Under the Masters and Servants 
Act, a farmer can still pursue-a runaway worker, and have 
him first fined and then forced back to work. But the 
Africans, it seems, now resent this, 

To overcome their labour difficulties the farmers have 
adopted what some people might regard as a remarkable plan. 
Kroonstad, with a white population of 10,000, is now the 
second largest town in the Free State, after Bloemfontein. 
The farmers in the Kroonstad district are in the upper income 
brackets. Kroonstad itself is a pretty town, with a pleasant 
river frontage, broad streets, and several tall-steepled 
churches. It also has a prison; and in the gardens and 
fields of Kroonstad a familiar sight is red-jerseyed African 
convicts working under the eye of black guards armed with 
spears. They have been hired out to private employers. 


A Private Farm Jail 


The South African Government has in the past year or 
two pursued a deliberate policy of building “ outpost ” 
prisons in rural areas, and allowing farmers to hire convict 
labour from them. There are now 12 such outpost jails in 
South Africa, but until recently there were none in the 
Free State. The farmers of the Kroonstad district therefore 
applied to the Government for an outpost prison in their 
area. As there was apparently some difficulty in finding the 
money for it, the farmers hit on an ingenious expedient. A 
leading Kroonstad farmer, Mr George Verster, organised 
22 other farmers into a private company, on a normal share- 
holding basis. The famers subscribed {£12,000 in {1 shares, 
and elected Mr Verster their chairman. Mr Verster then 
approached the Government, with the proposal that the 
company should build and equip a prison, if the Government 
would stock it with convicts. 


It so happens that Mr Verster’s uncle, Mr Victor Verster, 
is the Director of Prisons. The Government was enthusiastic 
about the proposal, and it was arranged that when the new 
prison was built the Government would supply 350 African 
convicts whom the Kroonstad farmers’ company could hire 
by paying the state 1s. 9d. per head per day (the convicts 
of course get nothing). Because of rapidly rising building 
costs, it was found that the £12,000 the farmers had sub- 
scribed was insufficient to build and equip a jail of suitable 
dimensions ; the sum needed was £25,000. This difficulty 
was overcome, however, by the farmers being permitted to 


. £12,000. The new prison was 
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use convict labour from the already existing Kroonstad ja‘\ 
for the building of the cece tox On this i as possib| 
to erect a prison, whos e as 25,000, fo: 
T calle * Gatti" ocths,. 
in grateful recognition of the fact that the South Africa) 
Government does not subscribe to the ILO convention 
against the hiring out of convict labour for private profit. 


In the view of Mr George Verster and his fellow-farme::, 
the farm jail scheme has several merits. T is (they do no: 
deny it) the merit of cheap labour ; by getting convicts : 
1s. gd. a day, they are confident that their £12,000 inves:- 
ment will prove a good one. The convict labour will useful!) 
supplement the labour they already have, and will make | 
unnecessary to raise wages to attract more. A further meri: ° 
of the scheme is that it is “thoroughly democratic.” §. Is 
this is meant that, under the rules of the company, the farme: 
will be treated in exactly the same way as far as gettin: 





convicts is concerned, whatever the differences in the size 0: 7 
their contributions to the scheme. They also maintain tha’ the 
the plan has merits from thé convicts’ point of view, becaus: res 
it is, in fact, a “rehabilitation scheme.” For the convicis of 
are all to be first offenders. They will be Zulus sent up to ‘ 
the new jail from Natal to serve sentences of from six to civ: 
fifteen years for slaying or wounding fellow Zulus in triba! by 
fights. Thus they are not ordinary criminals, and by working q 
for Mr Verster and his friends, they will be removed from pre 
contamination by hardened, habitual criminals. lon 
At the beginning of August, the new Geneva jail was ou 
formally opened by the Minister of Justice, Mr Swart, who der 
was accompanied~by the Director of Prisons, Mr Victor Col 
Verster. It was a gala day for the district. The farmers of 
turned out wearing their best Sunday suits, and accompanied der 
by their wives and children. Outside the prison, in the 
centre of an improvised garden, the South African flag flew inc 
from a tall white flagpole. It was quite like the opening of 2 spe 
new school or some other interesting addition to a flourishing col 
district’s amenities. , ” 
‘ 
. ma 
Prison Tea Party ee aa 
Mr Swart arrived, and was cordially greeted by the farmers re, 
and their wives. He made a long speech, in which he stout!) to 
defended the farm jail system, trounced the “ misinformed eS 
critics” both inside and outside South Africa, who professed on 
to be shocked by it, praised Mr Verster and his fellow farmers o 
for their excellent idea (which he frankly confessed would fac 
save the State a lot of money), remarked laughingly that the “ 
convicts were lucky fellows who would get plenty of finc Pr 
fresh country air, and finally promised that, as Minister 0! _ 
Justice, he would see to it that “many more” farm jail: . 
were built in the shortest possible space of time. After the cal 
conclusion of the opening ceremonies, which included the pr 
unveiling of a commemorative tablet, some farmers’ wives fac 
who had tiptoed off during the speeches bustled forward with pr 
cups of coffee and plates of cake and with the prison as back- cle 
ground, a little tea~party was held. ae 
uit 

The Johannesburg Star rather spoiled the effect of all thi: 
by denouncing the whole farm jail system as “ morally “ 


reprehensible,” and declaring that farm jails are nothing le:: 
than an “ investment in crime,” since it is now in the interes‘: 
both of farmers whg pay for the building of such prisons, 
and of the State, which gets paid for hiring out the convicts 
to keep the farm jails filled. -But this criticism will no‘ 
dissuade, and will certainly not convince, either the farme': 
or the Minister of Justice. In their view, they are helpin.; 
the convicts, by “ rehabilitating ” them ; helping the count::, 
by providing cheap labour for the production of valuab' 
food ; and helping themselves, by running prisons if not at : 


profit then at least without too great a loss. What oth: 

country, they may well demand, can point to such achieve- 

ments ? When was there ever such a magnificent example 0! [ 
philanthropy and five per cent”? 0s ™ 
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Air Power 


is Military and Civil 


THE seventh post-war display of the member companies of 
the Society of British Aircraft Constructors,* although much 
restricted by Security considerations, affords stronger evidence 
of technical advance and ability than any previous display. 


Some will criticise the diversity of projects both military and 
civil, arguing that the present peril cannot be countered except 
by concentration upon a few essential aircraft and power plants. 


The display, however, reflects the design trend, not the present 
productive effort. It evidences Britain’s recognition that the 
long-term requirement is broader in scope. While concentrating 
our manufacture upon tactical weapons we dare not neglect the 
development of the strategic air forces or the future fleets of 
commercial air traffic. To do so would be to play into the hands 
of our enemies, leaving the defences of democracy wide open to 
devastating danger a few years later on. 


In design and in manufacture military and civil aviation become 
increasingly complementary now that both make use of high 
speed, jet propulsion, pressurisation, refrigeration, power-boost 
contiols and electronics. Efficient factory organisation likewise 
requires the keying of civil and military production. 


de Havilland for their part have pursued the development and 
manufacture of both military aircraft and commercial. vehicles 
during the recent unstable years.. In the tactical category it was 
export business which enabled a large productive organisation 
to be built up and preparations to be made for the international 
production of the versatile Venom and its war-worthy Ghost 
turbine, unrivalled in their functions. Equipment of this kind 
can justify the large production runs which up to now European 
factories have not enjoyed. Civil business has been maintained 
at a high level with Dove, Heron and Comet, with engines and 
propellers. A substantial world-wide trade has been accomplished, 
civil and military programmes both benefiting from the alliance. 


The realisation that the two demands are not in conflict but 
can and must be satisfied together has been perhaps the main 
process of thought in our industry during the past year. The 
fact is that to meet the double need we must apply a larger 
proportion of the total national effort to aircraft and must 
clearly understand that aviation ranks as one of the greatest 
industries of the age. Less essential things in our already austere 
life have to be sacrificed to this end or we shall be eclipsed. 


‘ menor September 1-74 public days Friday, 5—10s., Saturday and Sunday, 
and /—D8. 





DE HAVILLAND 





NEW 





JETLINER SERVICE 





to India 


and Ceylon 





An eight-mile-a-minute Comet jetliner service 
is now operating to Bombay and Colombo via Rome, 
Beirut, Bahrain and Karachi. 

This is additional to the London-Johannesburg 
Comet service three times a week. 

Shortly, Comet jetliners will be introduced on the 

B.O.A.C. air route between London and Singapore. 
Watch for the starting date. 

Remember : It costs nothing extra to fly by this 


fastest ever service to India and Ceylon 


Consult your local Travel Agent or B.O.A.C., Airways Terminal, 
Victoria, S.W.1 (VICtoria 2323) or -75 Regent St., W.1 
(MAY fair 6611). 


B.O.A.C. TAKES GOOD CARE OF YOU 


FLY =~ « BOA 


BRITISH OVERSEAS AIRWAYS CORPORATION 


“ ere 
i 
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Aspects of Enterprise No, 21 
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SW Y duplicator ! So unnecessary 
Sit i too, when all she needs are ; r 
“ OFREX Stainless Hecto A, 3 
Carbons to make a clean job of it. a iB R 
| Don’t let your office join the “ Purple-stain ie ( 
i brigade” on duplicating days... stained el f Zz \ t 
| hands and soiled clothes make the job a 2¢ P 
| 
dreaded ritual. OFREX Stainless Hecto i ; 
Carbons are made by a special process s 
| which ensures perfectly clean handling and : 
maximum duplicating efficiency. ti 
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CLEAN COPIES—CLEAN HANDS x 
< 
| iy Our representative will be glad to call and demonstrate the oO 
'* clean efficiency of Ofrex Hecto Carbons. Just pin this adver- 
tisement to your office letter heading and post to:— u 
OFREX LIMITED, OFREX HOUSE, NEWMAN ST., LONDON, W.! ; 
rs A member of The Ofrex Group of Companies W 
' 
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THE BUSINESS WORLD 





Issues at Mexico City 


E HE meetings of governors of the. International 
Monetary Fund and of the International Bank for 
Reconstruction and Development that opened in Mexico 
City this week are the first of these annual gatherings 
to be held after. the - a ore ey ss . en 
eriod ” envisaged in icles oe t of the 
Fund. It was eel at Bretton Woods that there 
should be a period of three, or at most five, years during 
which signatories might, if necessary, live according to 
the exceptions rather than the complete rules and inten- 
tions of that agreement. The Fund began tions in 
the Spring of 1947, and the span allotted for teething 
troubles has now passed. Yet the latest report of the 
Fund’s executive directors has to admit that “ the attain- 
ment of a stable international equilibrium still eludes 
large parts of the world and there has been little secure 
or sustained progress toward the Fund objectives of 
unimpeded, multilateral trade and the generab converti- 
bility of currencies.” The time should thus have arrived 
for some fundamental rethinking of the basic concepts on 
which the Bretton Woods institutions were built. Annual 
meetings of governors, however, are not the best venue 
for such fundamental thinking, and the current meeting 
at Mexico City is unlikely to match those of 1947 or 1949 
as a source of concreté news and achievement. 


The negation that hangs over this year’s meeting is in 
part connected with the imminence of the presidential 
election in the United States, and with the vacuum in 
American policy-making that this creates towards the end 
of each leap year. One issue in particular that depends 
on American initiative, the problem of the world price 
of gold, was put into cold storage before the present 
meeting began, Before departing for Mexico City, Mr 
John Snyder went out of his way to emphasise that the 
United States Treasury would remain a buyer and seller 
of gold at the present price of $35 per ounce, and that 
it had no intention of departing from that parity. This 
statement has not prevented the South African Minister 
of Finance from raising the issue once again at the Fund 
meeting, but it has certainly banished any expectation 
that he will have any more success in his campaign than 
he has encountered in previous years. 


Another dampening circumstance at the Mexico City 
meeting has been the absence of the British Chancellor 
of the Exchequer. Mr Butler, obviously with the con- 
currence of the Prime Minister, considers that he can be 
more profitably engaged in preparing for the Common- 
wealth economic conference in London. This decision 
is in itself a reminder of the dangers that threaten the 
Fund and other international institutions if they do not 
adjust themselves to the times in which they have to live. 

There is no indication in the annual report of the 
executive directors of the Fund that such an adjustment 
is in contemplation. This document gives some unexcep- 
tionable, but by now extremely iar, advice to Fund 
members, both debtors and creditors, on their duty to 


gs 


relate their domestic to their external policies. It points 
out that “when there is excessive demand for all 
resources, the incentives to undertake the transfer of pro- 
ductive resources that may be necessary if long-term 
external equilibrium is to be established, are seriously 
weakened ” ; and it then goes on to attack all attempts 
to meet the problems arising from balances of payments 
by crouching in the shelter of import restrictions or by 
relying on the assistance afforded by other countries’ 
import discriminations. 
* 


These, however, are general appeals and earnest 
exhortations to which it is unlikely that members will 
respond any more willingly today than they have done 
in the past five years. In the matter of new techniques, 
the Fund seems to be as barren of ideas as ever. This, 
of course, is not entirely—or even mainly—its own fault. 
The Fund was originally created for two main purposes. 
The first was to prevent world trade from drying up 
as a result of the lack of currency reserves by countries 
that were caught in temporary difficulties on their 
balance of paymenis ; and the second was to act as an 
international pressure group—or perhaps even an inter- 
national governing body—in support of a liberal 
philosophy of world trade and exchange. 

From the-outset, the Fund was equipped with insuffi- 
cient irrigating funds to secure the first of these objec- 
tives. There is some recognition of this deficiency in 
this year’s annual report. This explains that the Fund 
has for some time had under consideration the question 
of increasing its members’ quotas, having in mind such 
factors as the magnitude of possible balance of payments 
deficits in a depression and the fall in the purchasing 
power of money since 1946. It also expresses the hope 
that the “new procedural arrangements” made in the 
past year will ensure that the use of the Fund’s 
“resources will not be unduly protracted, and will thus 
facilitate their broader use.” All this, however, is mere 
tinkering with the existing mechanism. 


A much more fundamental question, which the report 
does not discuss, is whether the rigid philosophy con- 
ceived at Bretton Woods is equipped to play a perma- 
nent and appreciable part in framing the economic 
structure of the postwar world. It is doubtful, for 
example, whether the flexibility of the exchange struc- 
ture provided under the Fund agreement is sufficient to 
meet the strains that have been and will be put upon it. 
As at present interpreted, the relevant articles allow 
—-* exchange rates only in moments of crisis and 
as a resort. Those countries that wish to keep any 
freedom of action in their exchange rates may remain 
members of the Fund but they are excluded from any 
access to its facilities. - The result is that any country 
that tried seriously to follow this rigid philosophy of the 
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mid 1940s, and that ran into temporary difficulties on its 
balance of payments, would find the escape route of 
exchange adjustment virtually closed to it by the 
Fund, while the escape route of an increase in tariffs 
is blocked by the General Agreement on Tariffs and 
Trade. The only remedy open to it in those circum- 
stances would be one that is all too often adopted in any 
case—that of applying quotas, and other quantitative 
restrictions on imports, in a discriminatory fashion. 
Thus, the rigidities in exchange rates and import duties 
seem to foster the very remedy that is most basically 
inimical to an expansion of trade. 


It is true that if all countries did their anti-inflationary 
duty these balance of payments difficulties would not 
occur with such persistence and severity. The member 
countries are duly reminded of that fact in the successive 
chapters of the Fund’s report—as in many other docu- 
ments. But this is 1952 ; and if this philosophy is to play 
any significant role in world trade policies the rules may 
have to be adjusted to a more flexible design than was 
conceived at Bretton Woods in 1944. For example, the 
rules may have to provide for a wider tolerance for ex- 
change fluctuations. Countries that decide, for the time 
being, not to notify specific parities to the Fund may 
have to be given, nonetheless, access to its facilities, since 
it is precisely for countries in external difficulties that 
those facilities are intended. 

It may also be asked whether the Fund is not, in any 
case, too big and too “ universal” to tackle the job to 
which it was supposed to be called in 1944. With the 
accession of Japan and Western Germany as members, 
the number of executive directors is once more being 
raised—from 14 to 16. The sphere of interest of this 
unwieldy board is so wide and diffuse that it is asking 
a great deal to expect it to exercise any effective vigilance 
and influence over member countries. It should be 
remembered that all successful efforts in monetary co- 
operation—the sterling area, the Eutopean Payments 
Union, the Bank for International Settlements—have had 
much more limited frameworks within which to function. 
Another difficulty lies in the political element in the 
Fund’s organisation. So long as member countries know 
that information given to the Fund, and the details of 
advice sought from it, will be automatically disseminated 
to the four corners of the earth by executive directors 
(whose duty it is to keep their governments informed of 
what takes place), the Fund will never be the repository 
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of confidential information. Its function of guiding 
exchange policy among*member countries must be 
seriously impeded by this deficiency. 


The International Bank, fortunately, does not enter 
similarly into the sphere of controversy. Its latest report 
reflects the activity of a sound going concern. In the 
past year the Bank made nineteen loans in sixteen 
countries, for an amount equivalent to $298.6 million. 
This brought the total of all loans by the Bank to $1,412 
million, distributed over 27 countries ; the disbursements 
actually made on these loans so far amount to just over 
$876 million. The International Bank has thus played a 

“not inconsiderable part in spreading scarce dollars across 
the world. Through its technical assistance programme 
it has also spread the gospel of self-help, and is gradually 
teaching would-be borrowers to make better use of their 
own resources. 


So far the Bank has steered clear of defaults, though 
certain borrowers do not shape too promisingly in the 
face of commitments that loom immediately ahead. One 
of the main tasks now before it—and one of the topics 
that must have been discussed at Mexico City this week— 
is the need for a strengthening of its resources, especially 
perhaps in US dollars. The Bank is, however, also seck- 
ing to expand the scale of its lending in non-dollar cur- 
rencies ; as its President, Mr Eugene Black, pointed out 
at Thursday’s meeting, nearly 15 per cent of the loans 
that the Bank made last year are repayable in currencies 
other than US dollars—and Mr Black made the interest- 
ing suggestion that the Bank might be able to provide 
some of the finance (mostly non-dollar finance) that will 
be needed for investment under the Schuman Plan. The 
debate in Mexico City should also give a little more 
precision to the proposals—made by the United States 
International Development Advisory Board and tenta- 
tively approved by the Bank—for the setting up of an 
International Finance Corporation as an affiliate of the 
Bank. The Bank intends to explore this project 
further, and it recognises in its annual report that 
such a corporation could stimulate international private 
investment and contribute significantly to the further 
development of the Bank’s member countries. There is 
no sign that the International Bank is failing to adjust 
itself to the times in which it lives. But adjustment to 
this modern age is, of course, easier for a body that is 
lending American dollars than for one that is trying to 
tell other countries how not to spend them. 


Defence Runs on Bearings 


PE. people ever look at a ball bearing unless some- 
thing goes wrong with their cycle or car, and in 
rather the same way Whitehall seldom pays much atten- 
tion to the industry that makes these bearings unless 
some emergency interrupts the smooth running of the 
economy. Some of the authorities concerned began the 
last war sharing the ordinary man’s too simple idea of a 
ball bearing as a small shiny steel ball that manages to 
get lost very easily ; but they soon had to learn how vital, 
complex and. difficult a comporént it was to produce. 
From the beginning of the current rearmament pro- 
gramme, therefore, the Ministry of Supply has been 
concerned about the strain that defence may place on this 
industry. Anxiety about bearings for the armaments that 


use them—and few do not—is probably justified but can 
be exaggerated, as some of Whitehall’s demands on the 
industry since the war have been. Ball and roller bearing 
manufacture, moreover, remains somewhat secluded from 
common understanding. : 
Wherever any part of a machine moves in contact with 
another part, some form of bearing is required to reduce 
friction and stand wear. Ball and roller bearings convert 
the sliding contact between the two surfaces into rolling 
contact by interposing between the two—or in practice 
generally between inner and outer rings in contact with 
one and the other—balls or rollers that turn instead of 
sliding ; they reduce the loss of in friction and 


almost eliminate wear. Where li of the load exerted 
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A quarter of a million Usbecks, eM dite. § 
Kalmucks, Kirghizes, Merkits, roe ' 


Keraits, Naimans, Juriats, 
Uighurs and Chinese 

Engineers careering across 
Asia on twelve-hand ponies 
— such was the Golden , 5 
Horde of Ghengis Khan. we 


A problem that has long engaged the attention of 
military: strategists is how exactly the Great Khan 
managed to feed his hungry hordes of Usbecks, 
Kalmucks, etc., etc. His commissaries would have 
found things a great deal easier if they had been able to 
use Falkirk Heavy Duty Cooking Equipment. 

The Great Khan would have been the first to 
welcome a complete and balanced range of equipment 
with no weak links in the standard of its component 
parts. 

As an enterprising strategist, he would have 
welcomed the fact that every installation is specially 
designed and planned for each individual customer. 
Modern equipment wouid have released for massacres, 
lootings and pillagings many of the eager Mongols on 
cookhouse fatigue. 

The long life of Falkirk equipment is due to its solid 

in the cast-iron construction. This quality would have 
appealed greatly to a man into whose soul that 

Sea rts aa¥ the East element had entered at an early age. He would also 
po eee have appreciated the Falkirk Company’s versatility in 
making equipment for gas, electricity, oil, steam and 
solid fuel. 









from the Arabian Sea to the Pacific 
Ocean the branches of the Chartered 
Bank perform a wide range of banking 
services connected with overseas trade 
and local industry. Merchants and 
manufacturers in the United Kingdom 
who trade into the East are invited to 
consult the Bank’s managers in London, 
Manchester and Liverpool. 


4 A hard bargainer, 

as is shown by his + 

negotiations with the * 
Kin emperor in 1214, ise 

the Great Khan would a 

have been nrost 

pleasantly surprised 

4 at the Falkirk Iron 

? Company’s extremely 
low initial quotation. 





THE CHARTERED BANK OF INDIA, Get a quote from 
AUSTRALIA & CHINA 
(Incorporated by Royal Charter, 1853) FAL i; i K 
Head Office : 38 Bishopsgate, London, E.C.2. 


West End (London) Branch : 28 Charles HI Street, 


London, S.W.l, for heavy duty cooking equipment 


Manchester Branch : 52 Mosley St., Manchester, 2, NTS - 7 
Liverpool Branch : 27 Derby House, Liverpool, 2. FOR HOTELS RESTAURA cc 4 
New York Agency : 65 Broadway, New York, 6. Please write for illustrated leaflet to 
The Falkirk tron Co. Ltd. 
Branches of the Bank are established at most centres of oe oT Hanover Square, 
commercial importance throughout Southern and South- or 40 Hanover Street, Leeds, 3 
Eastern Asia and the Far East. or 18 Veigh Stret, Liverpooi, 1 €) = 
or Falkirk, Scotland vencr mene 





(Proprietors : Allied Ironfeunders Limited) 


Ever heard 
of 

Tweed 
Heads... 





. a New South Wales town that grows pineapples? Perhaps not, but 
it is one of many comparatively unknown places which together 
form the Australian market. Tweed Heads has something particularly 
its own... other than a branch of the Commonwealth Bank, that is. 
Its social and economic conditions are individual. And so are those 
of all the other towns and cities throughout Australia which the 
Commoenwealth Bank knows as intimately as it knows Tweed Heads. 
This detailed yet nationwide knowledge is essential to British business 
houses viewing the Australian market from 12,000 miles away. 

It can be easily obtained from our Financial Information Service at 


Australia House which will be glad to assist you in every possible way. 


The Commonwealth Bank BUTT "he Australia 








COMMONWEALTH BANK OF AUSTRALIA * COMMONWEALTH SAVINGS BANK OF AUSTRALIA 
8 Old Jewry, London, E.C.2. And at Australia House, Strand, W.C.2. 








For all concerned 
with Overseas Trade 


There are many ways in which the Export Development 
Section of Lloyds Bank is helping both new and estab- 
lished exporters. The various functions of this section 
are indicated in a booklet entitled “Service to Exporters”, 
Please ask for a copy at any branch of the Bank, 





Let LLOYDS BANK 


look after your Export interests 
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STANDARD BANK 
or SOUTH AFRICA umren 


Bankers in South Africa to the United Kingdom Government. Bankers to th» | 


| Governments of Southern Rhodesia, Northern Rhodesia, Nyasaland and Tangany).. 
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Capital Authorised - ~- = = £15,000,000 
Capital Subscribed - - + = £10,000,000 
Capital Paid-up - - - = =  £5,000,000 
Reserve Fund - = - = = 5,000,000 


10 CLEMENTS LANE, LOMBARD STREET and 


'77 KING WILLIAM STREET, LONDON, E.C.4 


LONDON WALL Branch — 63 London Wall, E.C.2.| 

WEST END Branch—9 Northumberland Avenue, W.C.2. 
NEW YORK Agency — 67 Wall Street. | 
HAMBURG Agency — Speersort, 6. 


| BRANCHES THROUGHOUT THE UNION OF SOUTH AFRICA, | 


SOUTH-WEST AFRICA, SOUTHERN AND NORTHERN | 
RHODESIA, NYASALAND, KENYA, UGANDA, TANGANYIK 4 | 
ZANZIBAR AND PORTUGUESE EAST AFRICA. 


| Banking Business of every description transacted | 








at all Branches and Agencies. 


A go-ahead firm discusses 
a factory in Australia 


“The idea seems sensible to me, but it’s no good groping 
in the dark. Where can we get some jatar? What about 
asking A.N.Z. Bank? They've got branches all over Australia 
and they’ve been there well over too years. They ought to 
know something.” 

Indeed we do —- and we make our knowledge readily avail- 
able. Our Overseas Departrhent will send you two took!cts 
which will ee just what want to know at this 
stage: “IND STRIAL AUSTRALIA”— containing 
authoritative information on industrial resources, markc's, 
labour and finance. “COMPANY TION IN 
AUSTRALIA” —.a general guide to Company Law, with 


notes On current taxation. 


AUSTRALIA AND NEW ZEALAND BANK LIMITED 


In which are merged 
THE BANK OF AUSTRALASIA LimiTeD Established 1835 
THE UNION BANK OF AUSTRALIA Limitep Established 1837 
71, CORNHILL, LONDON, E.C.3. Telephone: AVEnue 1281 
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on the bearing is of the “ thrust * type, balls or cylindri- 
cal rollers are used. Where some thrust is also exerted 
along the axis of the moving shaft or the bearing—as for 
example along a car axle when the wheels turn a corner 
—the roller used is often of tapered section, forming 
with the inner and outer races the “ tapered roller ” bear- 
ing of which the use has developed considerably with the 
growth of motor transport. 

These bearings are used somewhere in almost every 
modern machine, from the tiny ball bearing with seven 
balls, weighing only a tenth of an ounce, that goes into 
a predictor mechanism, to the huge barrel section or 
tapered roller bearing weighing three or four tons that 
may form part of a rolling mill. This ubiquity is officially 
recognised in the machinery of steel allocation ; since 
these anti-friction bearings go into almost all steel pro- 
ducts, the industry receives a bulk “ horizontal” alloca- 
tion of steel, and does not have. to collect a vast cloud of 
sub-authorisations from its myriad customers. Probably 
the largest consumers among these are the vehicle indus- 
try, railway locomotives and rolling stock, machine tools, 
electric motors, aircraft, textile machinery and general 
engineering. But it is much easier to count the few 
exceptions in which they are never used. The most 
obvious examples are the main bearings of a car crank- 
shaft, which is made in one complex shape over which 
the one-piece roller bearings could not be slipped, and 
ship propelling machinery, which relies on plain bearings. 
One bearing manufacturer, talking of defence, com- 
mented recently, “ A warship is about the only piece of 
war equipment that could go into action without us. But 
that couldn’t train its guns.” 


* 


The industry that makes these important components 
is itself small, highly concentrated, and fairly specialised. 
About 95 per cent of the output is made in less than 
ten factories by five concerns—Hoffinan, Skefko, Ran- 
some & Marles and Timken, which also controls 
Fischer. Hoffman has technical -associations with 
America, Timken has 51 per cent American participation 
in its ownership,-and Skefko is connéctéd with the great 
Swedish bearing combine that owns factories throughout 
the Continent. Timken concentrates on tapered roller 
bearings and leaves its ball and parallel st bearings 
to ‘Fischer. Skefko makes all types. Hoffman and 
Ransome & Marles are perhaps more important in the 
ball and parallel roller bearing field. The two 
techniques, and the materials they- need, vary, but 
are alike in needing specialised production machinery 
that usually needs replacing through obsolescence long 
before it is worn out—such is the pace of technical 
progress. The industry finances fundamental research at 
certain universities, and its own. research departments 
play a large part in designing its machine tools. For this 
reason, the industry is highly capitalised: the five main 
companies have fixed assets totalling more than {£6 
million in book value, but worth probably four times that 
at replacement values. In value the annual output of the 
industry is perhaps of the order of £35 million a year ; 
since the cost of materials is probably not more than 30-35 
per cent of this, its “ conversion factor ” is high. 

It is not security alone that makes it impossible to 
state the peoparsien by which defence demands will add 
to current and roller i . The fact is 
that it is difficul rte tn eter thas onal e just how 
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much that current output continues to be. The five 
major manufacturers, through the Ball and Roller 
Bearing Manufacturers’ Association, supply the Ministry 
of Supply with figures of the number and value of bear- 
ings they make—but stipulate that these shall remain 
confidential ; the fringe of small fry tell the Ministry 
only the value of their output. In 1948 the industry 
stated that employment had grown from 11,868 in 1938 
to 17,046 in 1946, and 18,030 in 1947, and the number 
of bearings produced from 23,650,000 in 1938 to 
33,346,000 in 1946, and 40,062,000 in 1947. It then 
forecast the output for 1948 as fifty million bearings ; 
the Census of Production collected figures for 1948, but 
has yet to publish them. Postwar demand from the 
vehicle industries, and in particular the agricultural 
machinery industry, may have more than equalled the 
wartime peak—which was partly met by heavy imports. 
An informed estimate might put employment in the 
industry today at just over 20,000 factory workers and 
perhaps 4,000 staff ; and output, in terms of numbers 
of bearings, may be some 70-75 million bearings a year. 

Not that such numbers, or the total value tell 
much ; a bearing may cost between a few shillings and 
a few thousand pounds. One maker has two factories 
with roughly the same labour force ; one turns out about 
twenty times as many bearings as the other, which makes 
mainly large and custom-built roller bearings. It is 
probably fairer to say that the industry as a whole may 
have spent nearly {10 million on expansion ‘since the 
war ; that its output has probably doubled ; and that its 
productivity has increased, in that while its costs of 
materials have risen by perhaps 45-100 per cent, and 
those of labour by some 25 per cent, the price of standard 
bearings has gone up by no more than about 20 per cent. 
Its exports—held down in general to about 10 per cent 
of output—have risen by nearly a third in the past five 
years. Possibly 70 per cent of its deliveries at home have 
eventually gone overseas inside engineering products. 
Since the war the number of tapered roller bearings has 
probably increased in proportion to that of the other 
types—over 80 per cent of the field they are competitive 
—but it is still probably no more than a fifth of the 
industry’s total output. 


Defence equipment tends to need more bearings, and 
in particular more of the larger bearings among standard 
sizes, than civilian. All combat vehicles now have four- 
wheel drive, against two-wheel drive im the last war: that 
doubles the number of tapered roller bearings needed. 
Tanks, radar equipment, and anti-aircraft equipment call 
for great numbers of the heavier bearings. On the other 
hand, there is also a special demand for the very smallest 
ball bearings, for control mechanisms in electronic équip- 
ment. Many specialised bearings of both types are 
needed ; a jet aero-engine requires about the same 
number of bearings as a piston engine (counting the 
ancillary drives of both), but certain of them are more 
intricate—and more vital—than any in a piston engine. 
For both types of bearings greater precision than usual is 
necessary ; war equipment needs more of the super- 
accurate bearings that most of the manufacturers 
make to order—at about four times the ordinary price. 

A remaining potential weakness in the British industry, 
upon which rearmament has once again thrown emphasis, 
ee ie oe hoe Sees mers ey nee oe ee 
bearing companies—thickwalled steel tubing. 
tubing, used for the rings between which the balls or 
rollers move, came in prewar days almost entirely from 
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Sweden, with a little from America. When German 
domination of Europe in 1940 cut off the European 
source of supply—apart from a little desperate 
blockade-running—and shipping from America became 
hazardous, the British tube manufacturing industry 
had to start producing it in Britain. The bearing 
makers set most exacting specifications for analysis and 
grain structure of the nickel or chrome alloy steels they 
use. The automatic machine tools that are used, more- 
over, require tube that is absolutely straight and of an 
outer and inner diameter that must be correct within very 
small tolerances. Over several years, the job was done ; 
and about 90 per cent of the tubes required are now made 
in Britain on equipment not originally designed for the 
purpose. But the automatic machines for bearings are 
developing in precision and speed of operation to an 
extent that will soon need even better tube. Tube Invest- 
ments, Ltd., decided in 1950 to install an American 
“ Assel” mill of the latest type to produce this better 
tube in quantities. that will take care of the bearing 
industry’s developing needs ; but the £2 million plant 
will not come into operation for some eighteen months. 


* 


Bearings are needed from the beginning of the defence 
programme, in the machine tools that make the equip- 
ment, to its end in the quantity production of tanks, 
combat vehicles and aircraft ; but the main weight of the 
demands will not begin to be felt for about another 
twelve months. So far the industry, generally 
speaking, has been taking the extra defence orders 
in its stride, aided by the fact that the civilian 
market at home and overseas is for the moment 
softening a little. In recent months there have been 
signs that part of the civilian orderbook may consist 
of excess orders that customers do not really need. If 
industrial production in general picks up in coming 
months, total demand for bearings will increase, particu- 
larly as many engineering customers have a habit of leav- 
ing their orders for the bearings for a given product to the 
last possible moment. Even so, the growing demands of 
defence should not prove beyond the industry’s capacity, 
given some diversion of bearings from civil use. There 
will need to be an expansion of output of especially 
precise bearings ; and probably some extra capacity will 
have to be brought into being for the heaviest sizes of 
bearings. Home production has been supplemented by 
heavy imports, last year and this, But all the manufac- 
turers are still expanding capacity, and before long it 
may be possible to reduce imports to a few special sizes. 


Co-ordination of Western defence is raising the ques- 
tion of standardisation in bearing sizes—and a good deal 
of controversy thereon. In the long run it may be likely 
that ball bearings will be standardised on metric sizes 
and tapered-roller bearings upon inch sizes—in both 
following the American bearings industry, which is the 
largest in the world. In the industry’s attitude to 
estimates of the vast numbers of bearings needed for re- 
armament, there remains a tinge of reserve: it remembers 
that at the end of the last war, when bearings had often 
been considered terribly scarce, the Government had 17 
million bearings to dispose of in its stocks. Some similar 
scepticism is to be found in the manufacturers’ reaction 
to hearing the ball-bearing industry described as 4 
“ panacea” target for air attack; nevertheless, it is not 
easy to think of many equally concentrated industries s0 
vital to the defence of this country. 
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Business Notes 


middle of September. Very few of the deals authorised last 
month can have led to payments to the dollar area in August, 
and practically none of them can yet have led to receipts 
from Europe. But the anticipatory retention of sterling by 


Back to Dollar Balance 


Temporarily, at any rate, the sterling area came back 
to balance on its dollar accounts in August. Its deficit with 
countries of the European Payments Union fell dramatically, 
to only $4,800,000 compared with $98.6 million in July. 
Its gold and dollar account with non-European countries 
swung round from a net payment of $7 million in July to 
net receipts of just under $10 million in August—both figures 
including any transfers to London of newly mined sterling 
area gold. Despite this improvement, the central gold and 
dollar reserve fell from $1,716 million to $1,672 million 
between July 31st and August 31st. This was because the 
very heavy July deficit with EPU had to be settled by a 
gold transfer to Europe in mid-August—just as the small, 
August deficit will have to be settled by a gold transfer in 
mid-September—and because receipts of American aid, at 
$45 million, were the smallest since April. But it will be 
disappointing if the fall in the reserves in August is not 
more than recovered during the current month. 


In general, therefore, although the gold reserves fell in 
August for the first time in four months, the story that the 
Treasury had to tell last week was the most cheerful since 
the third and worst postwar dollar crisis came off the boil. 
Receipts of American aid last month were not notably above 


Montuity Gotp MoveEMENts 1n 1952 


($ million) 
Gold payments to (—) | 3 R jon 
or Receipts from (+) —lamerican ee at eid 
SEP. Paka fe Pe Neer 
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ountries| 
Jan.....| —75 | —22¢| —299 | Nil | 299 2,036 
Feb. . —8% | —172 | —266 | Nil | —266 L770 - 
Mar..... | —50 | — | — 71 +1 |= 70) 1700 
April .. —51 | ~12|] —63 | +25 | — 38) 1,662 
May ...,|. —4%. | = 2D) — 6 +81 | + 16 1,678 
June.... | —47 | —41 | — 88 +95 + 7 | 1,685 
Jaly:... | —23 1 = FT = 2] +68 | + 31 | 1,716 
Aug. ... | —99 | +10; — 8 | +45 — 44 | 1,672 
WOM. a6 — 5 oi i ve sue ass fa 
erage sane’ Sabet wadpeccibsitcen ib edereiplasiesaplae Mico Bas wegltelacccndeRtalig otc oeelleale 
* Gold payments to EPU in each month are the consequence of 


deficits incurred in the preceding month. 


-— ame, 


the average monthly rate that can be expected between now 
and next June, the sterling area’s gap with non-European 
countries has for thé moment been bridged, and the deficit 
with Europe has fallen to its lowest level for well over a year. 


* * * 


Effects of Commodity Arbitrage 


These figures, however—and especially those relating 
to the sharp fall in the deficit with in August—need 
to be regarded with some caution. The deficit recorded 
with EPU each month refers only to payments that have 
been cleared through the relevant central banks. Last month 
European merchants may have abstained from turning some 
of their sterling receipts over to their monetary authorities 
for conversion into local currency—in anticipation of being 
able to use that sterling for making purchases under the 
recent British scheme for commodity arbitrage. As explained 
in The Economist on August 23rd, the Bank of England 
last month granted licences to British merchants for some 


‘ 


£50 or £60 million of commodity arbitrage business between — 


the dollar area and EPU, and continental merchants are clearly 
hoping that more licences of this kind will be. issued after 
the Bank has completed -its. review of this scheme in the 


Euro merchants may have imparted a misleading gloss 
to the published EPU ‘figures. . 


Even after allowance is made for this factor, however, the 
sterling area’s deficit with Europe last month certainly 
improved over the deficit of $99 million shown in July, and 
probably also improved over the basic strain of around 
$50 million shown in each of the preceding five months 
(excluding the special receipt of $25 million under the Anglo- 
Belgian arms contract in June). It seems probable, therefore, 
that the Government’s objective of reaching balance with 
Europe by the end of the year should at least be achieved 
and may well be surpassed. But with stocks of imported 
goods now running down in almost every country of the 
Commonwealth, with the gold reserve at only $1,672 million, 
and with the end-year payment of over $175 million on the 
US and Canadian loans looming four months ahead, there 
is clearly no room for complacency. 


* * * 


Deficit Financing at the Banks 


The clearing banks’ statement for August reveals a 
depressingly sharp accentuation of the rather ominous trends 
that have been apparent for some months past. In the five 
weeks to August 20th, net bank deposits rose by another 
£23 million, to £5,867 million, or fully £180 million above 
the low point touched last March. This movement seems 
to be contrary to the seasonal trend ; not since 1947 has there 
been any perceptible increase in deposits in the month of 
August, and last year they dropped by £58 million. The 
deterioration by comparison with last year is in fact the 
largest yet shown, and its significance is heightened by the 
fact that this latest increase in deposits has occurred despite 
an abnormally large drop in bank advances and a further 
decline in the banks’ holdings of commercial bills. Owing 
partly to the fact that the final proceeds of the recent BEA 
loan became available during the month, bank advances are 
down by £68 million, whereas in the similar period last year 
they rose by £3 million despite the fact that repayments 
were then being made from the £374 million paid up during 
the month on last year’s issue of Gas Stock. It seems evident 
from these figures that there has been a further notable con- 
traction in advances to the private sector of the economy. 
The contraction since last March, when total advances 
reached their peak (at {£1,953 million), now amounts to 
almost £200 million, of which, however, not less than £125 
million must have been attributable to repayments of 
electricity advances ; in the corresponding period last year 
total advances rose by £86 million. 


The disinflationary effects that this tight hold upon 
advances should have exerted upon the credit position as 
a whole have, however, been entirely obliterated by the rapid 
expansion of governmental borrowings from the banks. On 
the usual basis of reckoning, it appears that during the last 
month alone the central government’s demands upon the 
banking system have expanded by no less than £106 million, 
a rate of borrowing almost as fast as that indicated by the 
statement covering the first fortnight in July (when the 
indicated borrowings totalled £67 million). It is true that, 
if it could be presumed that the “departments” still hold 
the whole of their original big take-up of the new BEA 
loan, nearly £30 million of the month’s borrowings by the 
Treasury could be attributed to the need to finance the latest 
call on that stock. But even on this rather unlikely hypo- 
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thesis, the net torrowings for other purposes would amount 
to £76 million, whereas in the similar period last year the 
Treasury actually repaid some £60 million of its indebtedness 
to the banking system. The month’s borrowings are most 
clearly visible in the banks’ holdings of Treasury bills, which 
jumped during the month by £117 million, raising them to 
£1,175 million ; an increase in cash was more than offset 
by a decline in money at call. 


* * * 


Liquidity Ratio Up on the Year 


Over the first five months of this current financial year 
the Government has, indeed, increased its borrowings from 
the banking system by rather more than {£500 million, 
whereas in the corresponding period of 19§1 its use of bank 
credit was, on balance, virtually unchanged. The reason 
for this striking Contrast is, of course, readily discernible 
in the disquieting trend of the Treasury’s-domestic finances. 
In the period most nearly comparable to that covered by the 
bank statements for the five months to August 2oth, the 
Treasury incurred an above-line deficit of £243 million and 
a below-line deficit of virtually the same amount, making 
a total deficit of £487 million, or over £330 million more 
than that for the ‘similar period of 1951. Moreover, 
whereas in that period net receipts from borrowings on tax 
reserve certificates were much more than sufficient to cover 
the net deficit on small savings, this year the combined effect 
of these operations involved the Treasury in net outgoings 
amounting to nearly {£50 million. The total need for 
domestic finance in these past five months has therefore 
exceeded {£530 million, in contrast with less than {£120 
million last year. 

One striking consequence of the heavy rate of Treasury 
borrowings from the banking system has been a continued 
and rapid strengthening of bank liquidity. In the past month, 
despite the further decline of £17 million in portfolios of 
commercial bills (which, at £644 million, are little more than 
one-third of the peak volume attained early this year), the 
total liquid assets of the clearing banks rose by {90 million, 
to £2,265 million. They are now almost £400 million above 
their level of last March, and only a fraction below that 
for the corresponding date last year. Hence the liquidity 
ratio, which has jumped during the month by 1.5 per cent 
to no less than 37.4 per cent, is now actually higher than 
it was twelve months ago, and is only a little below the 
bloated figure of 39 per cent that obtained on the eve of 
the funding operations of last November. In the circum- 
stances, it is surprising to find that bank advances to the 
private sector are still declining. 

There is, perhaps, some reason to hope that the Treasury’s 
domestic needs for finance will soon begin to drop below 
the extraordinary rate of recent months ; on the other hand, 
the improvement in the “ overall” external balance of pay- 
ments means that little or no finance will be received on 
balance from external sources. In the second half of last 
year, it will be recalled, the Treasury was securing very 
large sums from the counterpart of a huge external deficit. 
It seems unlikely, therefore, that the trend of bank deposits 
during the remainder of this calendar year can be perceptibly 
better than in the last four months of 1951 (when net 
deposits rose by {£130 million), and it could easily be sub- 
stantially worse. 


* * * 


Rank’s Recovery Continues 


Though the continued improvement in the fortunes of 
the Rank group, as shown in preliminary figures for the year 
ended on June 28th last, has not progressed quite as far as 
some prophets had been forecasting, its progress has been 
substantial. The consolidated trading profit of Odeon 
Theatres have risen from £5,125,000 to £6,397,000, and 
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though after provision for depreciation, interest, and taxation, 
and the share of profits due to minority shareholders in 
Odeon’s subsidiaries, the net profit comes down to £835,009, 
this compares with £138,000 in 1950-51. In 1951-52, also 
£393,000 has been brought in from special profits on the 
sale of investments and fixed assets, less additional tax pro- 
vision and amounts written off intangible assets: last year 
only £138,000 came from this source. The company has 
therefore been able to reduce the arrears of dividend on 
its 6 per cent cumulative preference shares by two years’ 
payments during the period under review, bringing payment; 
up to June, 1951. Hopes that it might bring these dividends 
up to date have been disappointed, but the directors believe 
that this should be done during the current year. It is still, 
of course, paying no dividend on the ordinary shares, The 
directors report, however, that the consolidated balance shee: 
will show a reduction in bank indebtedness of £2,437,000 
during the year, which together with the reductions achieved 
in the two previous years will have brought this debt down 
by £9,510,000 in three years—to roughly £6,776,000. Loan 
capital, too, was reduced during the year by £1.91 1,000— 
leaving some £16,733,000. The Gaumont-British group also 
increased its trading profit, but its net profit, after taking 
account of certain special credits, was down from £711,181 
to £625,384 ; in spite of this, it has increased the ordinary 
dividend from § per cent last year to 74 per cent this. 


During part of the period under review the Rank organ- 
isation was co-operating with the National Film Finance 
Corporation in producing films under the “ group” scheme ; 
and for most of the period the increased “ Eady levy ” upon 
cinema box-office receipts was passing a larger share than 
before of the final revenue of the industry back into produc- 
tion. It seems likely, therefore, that film production on the 
group’s present reduced scale should be a less costly ancillary 
activity than in recent years ; but exhibition, the really profit- 
able side of the film industry, has had to offset the larger levy 
and the decline in cinema attendance by increased prices. 


* * x 


Caution at the Wool Sales 


The Australian and South African wool selling seasons 
opened this week, with continental demand predominating 
and with prices at around—but not significantly above— 
the level at which they closed at the end of the previous 
season in June. At the opening auction at Sydney on 
September Ist prices showed some buoyancy and average 
64’s reached 154d. per Ib, but on the second day they 
weakened again by about §d. a lb. At Adelaide, where sales 
began on September 2nd, prices of most counts were bid 
up by between 24 and § per cent above the June level 
on the opening day. This initial firmness was broadly in 
line with expectations. The estimate of the Australian 
1952-53 clip to be received into store is 3,375,000 balcs, 
or only ‘about 17,000 bales more than last year, and it is 
known that manufacturers in all countries have allowed their 
stocks to run down ; it was generally anticipated therefore 
that there would be a fair demand during the opening of 
the season to meet firm orders. . 


Meanwhile, two factors are still causing uncertainty in 
the wool market. First, United States buying has not yet 
been significant at the Australian sales; it is expected to 
influence prices later in the season. Secondly, large unsoid 
stocks are still held in South America, but the South Ameri- 
cans are not likely to be in a hurry to depress wool price’. 
The presence of more Japanese buyers at the Australian sales 
has suggested that the wool textile industry may face 
heightened competition from Japan, but this is unlikely ‘ 
have any significant effect on raw wool prices. * If prices are 
only maintained at—and not increased above—present leve's, 
it does not seem that Australia’s foreign exchange income 
during the current season will enable it to do much about 


lifting its rigid import restrictions.” 
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... working a 
nine-day week! 


With the current and continued call for 
longer hours, more work, increased 
productivity, the RADIO TIMES is 
surely in agreement — being itself a 
prime example of dogged industry. For 
each issue of the RADIO TIMES does 
a nine-day week, working all the time. 
From the Friday it is delivered, to the 
following Sunday week, the RADIO 
TIMES is constantly in commission, 


And when you consider that nine-day 


week in conjunction with the RADIO 


TIMES circulation, you need no reader- , 


ship survey to tell you that the RADIO 
TIMES is Britain’s hardest-worked dis- 
tributor of the nation’s advertised goods, 


a Single insertion in the 


RADIO TIMES 


Average weekly net sale (A.B.C. fan.-june 1952) 7,792,919 
is a National Campaign 
for nine days plus... 


Advertisement Department, B.B.C. Publications, Broadcasting House, 


Portland Place, London, W.1. 


This advertisement wos designed by Sells Ltd., Brettenham House, W.C.2. 
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PRODUCTIVITY, 
EXPORTS 
and 


COAL are the core of our Balance of Pay- 


ments problems. Higher productivity 
in house building sets free labour for 
other purposes. A reduction in im- 
ports, within certain limits, can reduce 
the strain on the nation’s finances. 
Economies in coal consumption re- 
lease additional supplies for produc- 
tive work and export. 

We have, in the Building Industry, 
already contributed greatly to all 
these factors by adopting solid floors, 
suitably covered, throughout our 
building programme. 
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Six Months’ Production 


In the first six months of 1952, industrial production 
in Britain was slightly lower than in the first half of last 
year ; the revised official index of production puts the margin 
at 2 per cent, while the London and Cambridge index puts it 
at only one per cent. The two indices are now calculated on 
different base years, since the new official index abandoned 
the 1946 basis upon which the unofficial index is still calcu- 
lated: Satisfactory comparisons between the two indices have 
always been most difficult, owing to the different data upon 
which they are calculated: the alteration in base year now 
makes useful comparisons almost impossible. 


The most important declines in production seem from 
the London and Cambridge index (which is the more up to 
date of the two as regards indices for individual industries) 
to have taken place in textiles, clothing and leather, and the 
“motors, cycles and aircraft” group. Output in the 





SELECTED INDICES OF INDUSTRIAL PRopvucTION, First Half, 
1951 anp 1952 
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Note :—Easter fell in March, 1951 and April, 1952; Whitsun in 
May, 1951 and June, 1952. 











machinery industries continued to be high during the first 
five months of the year, while the fuel and power industries 
increased their production in comparison with last 
year. The official index for all industries in July is so 
far expected to be 104-105, as holidays begin to have their 
effect. The variable incidence of Easter and Whitsun has 
already made comparison of output between four of the 
first six months of 1951 and 1952 practically impossible, 
and July and August can seldom be expected to give any 
indication of a continuing trend. So it will be some time 
before anyone will be able to judge from these records 


whether the autumn is bringing the hoped-for industrial 
recovery or not. 


* * * 


Premier Petrol and the Cat Crackers 


_ Any policy that has been embodied in several pieces 
of industrial equipment costing about £9 million apiece is apt 
to prove rather expensive to reverse, as the Government has 
learned during its latest discussions over premier-grade motor 
spirit. The Government has accepted the oil companies’ 
argument that such a spirit was the principal product for 
which the six catalytic cracking units how completed or under 
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construction at refineries in Britain were designed. But it 
remains apprehensive of the extra cost, in imported oil, with 
a dollar element, that such refining might involve. In con- 
sidering the latest application for — to sell this first- 
grade, branded spirit, put forward by Shell-Mex and B.P. Ltd. 
in June, the Government therefore asked the companies 
whether these complex cracking units could not be converted 
into simple distillation units with the object of turning out 
the maximum quantity of petroleum products-of a “ utility ” 
quality. Mr C. M. Vignoles, chairman of thé Shell-Mex 
and B.P. group, who disclosed this in a public statement this 
week, recorded the companies’ answer: — 


It has been shown that the conversion of the cat crackers 
in this manner not only would take two years to carry out, 
cost between £5 million and £10 million, and require many 
thousands of tons of steel, but would involve a serious disloca- 
tion of a major industry with a most undesirable loss in pro- 
duction of a number of products. 


Mr Vignoles added that the extra need for foreign exchange 
through marketing the higher-grade petrol, in the companies’ 
view, would be no more than £250,000 a year for a year or 
two—for the purchase of ethyl fluid. 


Mr Vignoles describes the Goyernment’s inquiry about 
de-grading the cracking units as motivated by “a proper 
concern for the national fuel position”—which seems 
studiously moderate. Such a step, apart from condemning 
the British motorist to interminable reliance upon petrol of 
pool quality, would also cut down supplies of many of the 
essential materials that a petroleum chemicals industry has 
since the war been created to utilise ; and it would force the 
British motor industry to continue to design its engines for 
fuel of lower quality than is being sold in many of the overseas 
countries that buy British cars. With two catalytic cracking 
units already in uneconomic operation—producing high- 
grade spirit that is then blended with low-grade gasoline to 
pass as pool—and the other four nearing completion, the 
issue is becoming increasingly urgent and the Government 
has still not produced a fully reasoned case for delaying 
premier-grade petrol. 


& * * 


Rumblings over Fuel 


The Ridley repert on fuel economy is expected to appear 
next week, offering presumably.an impartial opinion—though 
not a final judgment—upon some of the controversy in which 
its subject is now. wreathed. But its imminence has not 
stilled the discussion.. Sir Herbert Merrett’s recent forecast 
of the future demand for coal in Britain was a valuable 
contribution. But it seems doubtful whether the latest 
rumbling of argument between the gas and electricity experts 
has added much to earlier expositions of both cases. The 
defenders of electricity, by leaving by-products of gas manu- 
facture out of the question, and assuming a particular value 
for the “ electrical equivalent of gas ” in cooking and heating, 
have calculated that the thermal efficiency of heating by gas 
is no higher than that of electrical space heating ; they add 
that electricity provides a better standard of personal warmth, 
and takes far worse coal. The secretary of the Gas Council 
considered it necessary this week to contend that the by- 
products cannot be ignored ; that the value quoted for the 


Aircraft and Airpower 
A special series of articles on the achievements of 


the British aircraft industry and the challenges that 
changing conceptions of air defence and expanding 
opportunities for exports now present to it will be 
found on pages 592 to 600 of this issue. 
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“ equivalent ” in question_is wrong ; and that electricity is 
no longer the only consumer that has to accept small coals. 

A more hopeful approach by the British Electricity 
Authority to answering the question of the purposes that the 
different fuels should serve was mentioned last week in a 
report from the Anglo-American Council on Productivity, 
summarising developments in the industry following the 
productivity report published by its team in October, 1950. 
' The Utilisation Research Committee of BEA, following the 
report’s comments on “ selective development ” on the part 
of power supply companies in the United States, has begun 
to study the relative costs that can be attributed to the 
various Classes of electricity consumer and the contribution 
of these classes of consumer, and the various types of appliance 
in use, to the peak load. This is obviously not the first 
attention that the British supply industry has paid to such 
questions; but their. growing importance deserves more 
study. Some realistic estimates of the relative cost of various 
loads, set beside the prices charged for such consumption, 
would be among the best evidence that the electricity supply 
industry—together with other fuel industries—could offer in 
the debate on fuel economy. 


* * * 


Threat to Engineering Exports 

A ban on overtime, and a restriction of earnings on 
piecework to the level earned by a timeworker during a 
44-hour week, such as are now threatened by the engineering 
unions, would require considerable immediate sacrifices from 
most of their members. The last official estimate, in October 
last, suggested that 52 per cent of all workers in engineering 
receive some form of payment by results, and in the manu- 
facture of vehicles of all kinds the proportion is probably 
higher. Unofficial estimates some time ago put the pro- 
portion of pieceworkers as high as 80 per cent for the 
skilled workers in shipbuilding, and at 60 per cent for 
skilled engineering operatives; and suggested that these 
pieceworkers: earned perhaps 20 per cent more than time- 
workers in similar trades. 


In October last a 47-hour week was the average worked in 
engineering. -Since pieceworkers generally achieve their 
higher pay in a somewhat shorter working week, these 
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averages would suggest that over the year as a whole tim. 
workers were working well over three hours’ overtime , 
week. The most recent records of overtime reported to the 
Ministry of Labour, for one week in May this year, show 
about 400,000 of the 1,160,000 workers in engineering, in4 
160,000 of the 600,000 employed in the vehicle industries, ,, 
working overtime ; in each case, the average was 8 hour, . 
week. May was a month of fairly high output in both group; 
of industries ; though nearly 7,000 workers in engineering, 
and 7,700 in the vehicle industries, were on short time. 
Since that time, short time working has certainly been ex- 
tended in the vehicle industries. Nevertheless, these figures 
suggest that a very large proportion of the workers in engi- 
neering would share in this sacrifice for bargaining purposes ; 
the more highly skilled men on piecework, indeed, might 
be giving up some pounds a week. The first signs of reluc- 
tance, however, have come from the general workers’ unions 
that supply many of the unskilled workers in engineering ; 
unskilled men on piecework in some cases gain even more 
from payment by results than skilled men, and in any cise 
the unskilled men’s total earnings are obviously much lower. 


On the other side of the dispute, the cost to the employers 
of these union restrictions on work is less easy to illustrate, 
but it will obviously be considerable. Few of the engineer- 
ing industries are at present so hampered by shortage of 
steel, or so apprehensive of a slackening in demand, a; to 
make this threatened check to output any less serious for 
them. The direct effect upon companies’ output and earn- 
ings will vary with their pressure of work. But the most 
serious implications of this development in the wage dispute, 
for both sides of the engineering industry, would be its effect 
upon the industry’s competitive strength in the world market. 
British deliveries are already long, and often behind time, no 
other single factor is so important in securing export orders 
Anything that further delays them may have lasting effects 
on the share that Britain will be able to secure of the world 
market for engineering products. 


_* * * 


Germany’s External Commitments 


Since agreement was reached in London on the setile- 
ment of Germany's prewar external debts, two new commit- 
ments have been entered into by the Federal German 
Government. The first of these is the settlement, reached 
after five months of negotiations, with the Goyernmen of 
Israel and world Jewish organisations in compensation {or 
German persecution of Jews and expropriation of their pro- 
perty before and during the war. The assessment of the 
damage: was a problem that was bound to baffle the most 
objective inquiry. In presenting its original claim the Gov:rn- 
ment of Israel contended that 500,000 Jews from Germany 
and other countries that fell under German domination 
had to find refuge in Israel, that the cost of receiving, 
rehabilitating and settling them might be estimated at $3,000 
per person, and that a claim for repatations of $1,500 million 
therefore appeared to lie. This figure, equivalent to Deutsche 
Marks 6,300 million, has now been whittled down to 
DM 3,500 million. Of this, DM 3,000 million will be paid to 
Israel, DM 450 million will be allocated to world Jewish 
organisations, and a further DM §0 million has been «ar- 
marked to satisfy the claims of individual Jews who may 
not be represented by the world organisations. These pay- 
ments are to be spread over a period of fourteen years ind 
will, for the most part, be made in kind—that is, in exports 
of capital and consumer goods from Germany... Germany 1130 
intends to use some of its credits with to purchase 
foreign goods that can be shipped to Israel in satisfaction of 
these claims. 


The other new agreement that will add its burden to ‘he 
German balance of payments is one under which the Federal 
German Government has undertaken to pay Switzerland ‘he 
equivalent of about £53 million in settlement of clearing 
debts originally valued at about £98 million. These debts 
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accrued as the result of Switzerland’s favourable balance of 
payments with Germany during and after the war, and were 
also swollen by the cost of supporting German soldiers that 
were interned in Switzerland. A sum equivalent to about 
£10 million is to be paid within four years and the remainder 
will be paid in 27 annual instalments. Throughout the 
German debt negotiations in London, the Swiss representa- 
tives made it abundantly clear that they reserved their right 
to a satisfactory settlement of the clearing debts and this 
was accepted by the other countries represented at these 
discussions, The Swiss settlement, therefore, does not 
necessarily create a precedent for opening the problem of 
the clearing debts owing to other countries in Europe. The 
commitments involved in the Israel settlements were also 
taken into account during the London negotiations. The 
two new agreements and the burdens on Germany’s balance 
of payments that they involve do not, therefore, invalidate 
in any way the terms proposed for the settlement of 
Germany’s prewar external debts. 


* ® ® 


o Tea Cheers ee Ma 


After a long period of weakness, tea prices have risen 
slightly during the last three weeks. The improvement has 
been mainly concentrated on what are known as “ good 
liquoring ” teas, but there has also been a small increase in 
the poorer grades. Two factors probably account for the 
firmer tone in. the market: the removal of restrictions on 
the re-export of tea from this country at the end of July, 
and anticipation of an increase in British demand once 
rationing is ended. -As a result of the freeing of the entrepét 
trade, British re-exports may double their present rate of 
13 million lb a year, but they are unlikely to regain the 
prewar level of some 60 million Ib. Some of the expected 
increase, of course, is likely to be at the expense of direct 
exports from the growing areas—particularly those in the 
Far East—to the importing countries. But the restoration 
to London of its full status as an international market may 
also increase the total world trade in tea ; London can offer 
a wider range of blends and growths than any other market, 
and the tea it sells has time to mature on its journey from 
the East. 


The end of tea raticning in Britain was brought a stage 
nearer by the announcement last week that the weekly ration 
of tea is to be increased from 24 oz to 3 oz in the week 
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beginning September 7th. In choosing to increase the ration 
again rather than remove restrictions altogether, the authori- 
ties seem to be erring on the side of caution. Average con- 
sumption of tea before the war was about 2.9 0z a week 
(or less than the new ration) and it has been estimated th,: 
average unrationed demand now would still be between 275 
and 3 oz a week. Estimates of this sort, of course, are always 
apt to go awry. While tea has been rationed housewives 
may have tended to buy the more expensive blends in order 
to make it go further; if so, once they can buy unlimited 
quantities they may choose to pay less for their tea, but 
to buy more of it. It is probably this reasoning that has 
led to the recent slight rise in the price of poorer grade 
teas on the London market. But the tea trade clearly feels 
that it will be difficult to get the consumption of tea back 
to the prewar level—even when rationing is ended. Indeed, 
one of the big distributors has found it necessary to cut its 
prices recently, and an intensive campaign is being conducied 
to get people to drink more ; as part of it, posters bearing 
the slogan “ Tea Cheers—3 oz this month ” will be displayed 
in many shops next week. 


* * ” 


Special Finance for Ships 


Foreign shipowners, and more recently British, appear 
to have welcomed the opportunity to secure outside finance 
for their replacement and new construction offered by the 
setting up last year of the Ship Mortgage Finance Company. 
This specialised corporation, which was registered on March 
27, 1951, has this week published its first accounts, for the 
period ending June 30th this year. Up to that date it had 
completed contracts to lend some £1,440,000, and was 
negotiating further loans amounting to about {£1,860,000. 


The company actually received. proposals for ship 
mortgages totalling no less than {21 million in its first fifteen 
months’ trading, for finance in building 70 new ships. Its 
completed loans cover ten ships, and those now being 
negotiated another ten ; it turned down applications on 24 
ships, and those regarding 26 others were withdrawn. As 
was expected, the Norwegian shipowners were among the 
first to request mortgages from the company, mainly for 
tanker tonnage ; but more recently mortgages have been 
requested for dry-cargo shipping, mainly by British owners. 
When the company was formed a year ago, freight rates were 
high, and some of the dry-cargo tonnage on order represented 
ships of which owners hoped to be able to write off the cost 
more rapidly than usual during such profitable operations. 
Today, the picture has changed. Freight rates have declined 
steeply, and owners are thinking about laying up ships rather 
than bringing new ones into operation—though the new 
vessels actually being delivered may work more profitably. 
Despite this decline in ships’ earnings, and the increase in 
interest rates, the directors report that “the flow of new 
applications is not unsatisfactory.” The company’s advances 
are generally limited to first mortgages on half the cost or 
value of the completed ship, and to periods of five or six 
years, Its present capital is {1 million in £1 shares (10s. paid) 
subscribed privately by insurance companies and other institu- 
tions, and by the Shipbuilding Conference. It has powers 
to raise up to {10 million of debenture stock to finance its 
lending ; in the first report Sir James Milne, the chairman, 
says that arrangements are in hand to raise loan capital as 
and when required, with the consent of the Capital Issues 
Committee. 


* * * 


Coryton Refinery Prepares 


The Vacuum Oil Company’s r at Coryton on the 
Thames is expected to come on samen autumn. Crude 
oil deliveries are already being made into the storage (anks 
and the boiler house and power plant is going through its final 
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tests. The refinery will have an annual throughput of nearly 
a million tons of crude ; it was planned originally for the 
production of lubricants, with other oil products as ancillary 
activities. Last year, however, it was decided to build a 
catalytic cracker in addition. | 


The foundations for this special unit are now completed, 
but the cracker itself is not expected to be on stream for 
another year. Vacuum. Oil is jointly owned by Powell 
Duffryn and Socony-Vacuurh, to whose special design the 
cracker is being built. When it is completed—assuming 
that branded petrol will- by that time, at least, have come, 
back on to the Rome market—motor spirit will be marketed 
in this country under the Mobilgas trade mark for the first 


time. 
* - 


Surplus of Cocoa ? 


Cocoa is the latest of the sterling area’s dollar-earning 
commodities of which the price has declined sharply this 
year. The London price, which was about 340s. a cwt. at 
the beginning of March, has fallen steadily ever since ; there 
is now little old crop cocoa left, but the new crop is selling 
at about 247s. per 50 kilos for October/December delivery. 
The West African Boards will begin to purchase the new 
season’s crop towards the end of this month, and once these 
supplies reach the market in quantity, prices will probably 
begin to slide again. 

Last year’s main and mid crops were both very disappoint- 
ing. Prospects for the coming season are good at present, but 
much depends on the weather during the next few weeks. 
Heavy rain during this period last year delayed harvesting 
and caused a severe outbreak of black pod disease in the Gold 
Coast. Semi-official forecasts suggest that there will be a 
“ good normal crop” in the Gold Coast this year ; estimates 
are not precise but generally vary between 250,000 and 
270,000 tons. The recent announcement that the marketing 
board will pay growers only 70s. a load of 60 lb this year, 
compared with Sos. a load last year is unlikely to reduce 
harvesting. The Nigerian crop was at first expected to fall 
short of last year’s level of 100,000 tons, but the latest reports 
are more optimistic. Growing conditions in French West 
Africa have been favourable so far. 


Supplies of cocoa will probably be larger this year than 
during 1951/52, but there is no sign of any improvement 
in demand. On the contrary, consumption in most countries 
is falling. In the United States the seasonal fall in con- 
fectionery purchases during the summer was larger than 
normal and sales so far this year seem to have been even 
lower than the corresponding period of 1951. In this country 
consumption of cocoa in the first half of 1952 was at least 
10 per cent lower than in the first half of last year. Sweets 
are still rationed, but there is evidence that a large proportion 
of coupons are not being used, afd the trade associations 
with the approval of the Ministry of Food, is at present 
surveying distributors’ stocks to make some estimate of the 
potential “ unrationed demand.” The German market was 
expected to take much larger quantities of cocoa this year, 
but after an early boom purchases have fallen off.. High 
prices have not only reduced the demand for confectionery 
but have also prompted many countries to economise in the 
use of cocoa ; cheaper fats are being substituted for cocoa 
butter in the manufacture of chocolate couverture. Even 
after the fall of the last few months cocoa is still dear com- 
pared with other commodities, and prices will probably have 
to fall a good deal further before there is any general recovery 
in consumption, 


Shorter Notes 


In‘accordance with a promise made by the Chancellor last 
May, the Treasury has now announced full details of two 


“ general consents” for escape through the ring fence set 
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- up by Section 36 of the 1951 Finance Act. In brief, British- 


controlled but non-resident companies incorporated after the 
end of 1951 may now emigrate if they wish to carry on a 
new industrial activity in any Commonwealth territory, and 
British businesses abroad may be sold for £50,000 or less 
to overseas buyers (with certain safeguards designed to pre- 
vent any sort of arranged deals that might offend against the 
spirit of the “ consent ”). 


* 


From September 15 the Board of Trade is to revoke the 
open general licence for imports of certain cooked and un- 
cooked meat products from the sterling Commonwealth and 
certain other areas. This step is being taken, with the agree- 
ment of the Governments principally concerned, to avoid the 
danger that increasing imports of thése products might reduce 
the supplies of carcase meat that these countries have con- 
tracted to send to the United Kingdom. Canned products 
are not affected by this order; the main sufferers will 
apparently be luncheon meats from New Zealand and 
Australia. 

* 


The latest Middle East oil company to bring an oil con- 
cession agreement into line with the “50-50” basis now 
established in the area is Petroleum Development (Qatar) 
Ltd., an associated company of the Iraq Petroleum Company. 
Under the modified concession, Shaikh Ali bin Abdullah bin 
Qasim al Thani, whose father made the original 75-year 
agreement covering this area in 1935, will receive half 
the profits from company operations there instead of a fixed 
royalty. Production of oil in the Dukhan sector of the 
peninsula was 1.7 million tons in 1950; last year it was 2.3 
million tons, and it is now running at about 3 million tons 
a year. 
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Company Notes SECURITY PRICES AND 


Beecham Group.—In the year to March . specialised glasses for the aircraft industry, YIELDS 
31st, the Beecham group experienced a sharp and of plastic products, The group’s sub- ————-________.._____. 
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on increase In stocks from £4,556,894 to setback of surprising eBid The company’s Sa | 55 \Anglo-Am. 10/-.| 6 [ 63 4i4 ; EF 
£5,837,895, together with a fall in cash from pysiness is mainly confined to the fashion 93° | gg ane en at ae Total 
£656,259 to £473,983, and a rise in bank trade, which is the section that has clearly 104/9 | 90/- (assoc. P.Cem.£11102/6 i026 4 ake 
overdrafts from £1,188,393 to £2,618,811. peen most affected by the general recession 1351/6 |110/~ Bass 42... j130/- |130/ 11 ae 
ae the end of the financial year, however, throughout the textile industry. The accounts ae Ryle Sea asses | ye , 
he proceeds of an issue of 2,700,000 deferred pow show a net loss after tax of £270,354,  30/- | tess Br. Cel oe aa tee | gave ‘ Orv. 
shares at 10s. (made in April) have-been used ¢ ‘ . * . < az 2/2410 /Aaaite Motori. &. aes, | > 4 = 
t a compared with a net profit of £174,055 in . 52/24)25/10}/Br. MotorCp, 5/-, 31/10} 31/4} int. & 
to reduce the bank overdraft. The year’s 1950.5]. -The whole of the general ‘tehetve a eal tet 1 De 
dividend of 40 per cent, paid mainly on the of £52 000 and the stock sieites of £165,000 $144 $504 ea, ea AEG | Seen :  ~ 
old capital (the new shares rank only for the pay ‘te nx whacied ras f 4,163, 52/9 | =a Coats £1. aes: | ron a ; Other 
final 4 per cent), is more than twice covered ae es eee ca ae orward a balance 46/- | 30/74 Courtaulds £1. .| 38/9 | 37/6 | 0 
and the company should have little difficulty ot ff BIS (against £75,260 tast year). Bank 34/-| 29/9 Cunand 4} dontit ae | 8 : Poe 
in maintaining ix Sx the clinréat: eax overdrafts have risen steeply from £40,504 to 39/- | 16/4} Distillers 4/- ...| 16/3* | 18/3 4 4 Supp! 
3 . £98,704, and £347,000 has been applied in 3 42/6 Dunlop £1..... ; 50/~ | §0/- 0 ot 
* writing down stocks to market prices; the : (44 fe vorsted pha unies | i , Skt 
stocks item now stands at £787,135 compared 92/3 | 11/6 \Gen. Elect. £1. .| 84/6 | 85/-* 10 
Triplex Safety Glass.—The usual chair- with £1,225,276 last year. 54/6 | 45/6 Guest Keen £1.) 54/- | 53/9 5 il 7 Total 
man’s statement does not appear with the In his statement to shareholders Mr T. M. “34/9! 3a iMawker Setf1| = Mess 3 - 
report published by Triplex this week. No Sparkes, the retiring chairman, declares that 47, 43| 38/7} Imp. Chem. {1.| 45/6 | 44/9 | 5 2 SELF 
doubt it was felt that nothing could usefully Australia has proved a “very big disappoint- 59/44) 52/3 Imp. Tobacco fl) 64/9 54/3 | 7 | be ays 
Kes s vo s eee 9 e $895 | $75} ‘Int. Nick. n.p...| $84)% $844 | 5 3 Incor 
be added to his statement at the extraordinary ment” owing to the collapse of the wool 71/3 | §0/— |J"burg Con ri ; 53/4 Peay | ¢ 3 EP 
general meeting on August 6th, when approval boom and the imposition of drastic import ep ond ete be 
was obtained for the attractive issue to share- restrictions. Whitworth and Mitchell have 43/14] 30/6 |Lanes: Cotton £1) 38/9 | 40/5 / 1 Total 
holders*of 350,000 15 per cent 10s. preference also encountered difficulties in New Zealand, “as | a Nasa ee 7 oe a ; ; ee Af 
shares at 20s., convertible into ordinary Owing to credit restrictions, and in South 28/9 | 21/6 {Monsanto §/-.. | 26/3 | 26/10) 4 5 £309 
stock in two years’ time, Thanks to Africa, where the market is overstocked; in 54/> | 42/- \B & 0. Det. 1) 48/6 | 50/6 (6 © % for { 
a record turnever, group earnings rose by many other countries in the Middle and Near ae sig Prodeat aa’ Vi Sa Ma $10 6 by { 
some 38 per cent in the year to June 30th, East government restrictions have resulted in | ‘ 
from £247,515 to £342,287. Most of the the deferment of shipments‘and cancellations 294 | ,38 Rhokana £1... a ae 
additional earnings, however, have been of orders on hand. Mr Sparkes believes that er 75,004) Suet” Gee ‘4 aoe a le 3f 
absorbed by tax, which has risen from the recession has been so severe and rapid 59/6 | 48/9 "Tube Invest, , 51/3 | 58/ 4 ‘h 
£153,404 to £213,669 ; of this, the EPL pro- that the lower level of prices should result in 4/- | TH/9 1F. & Newall £1.) 92/6 ay 4 PO an 
vision is as much as £30,729. At the extra- resumed buying, but he warns that this fore- 2/ih 2093 Nios Castle 29 o/s 512 4 ud 
ordinary meeting Sir Graham Cunningham cast could easily be upset by political con- 41/9 36/6 ‘Union Dise, £1.| 40/- | 41/6 4 4 Expor 
said that the safety-glass business had reached siderations. This is a gloomy story indeed, ,27/5,/75/20# Utd. Molass. 10/-) 32/- | 33/- —® . a 
a new peak in the early stages of the The preference dividend has now been % hi s0r Wites ae thy Bs St New 1 
financial year, but that before the close of it definitely passed, and in the circumstances | 44/14} #/6 Woolworth §/-.| 42/3 | 42/6 5 0 Yo — 
there had been some recession. He added, ordinary shareholders are lucky to have got aed —————— ‘ War 
however, that safety glass for the motor even the 2} per cent interim declared.in Feb- (4) Yiold basis 134%. (ce) Yield basis 169%. (“ld Financ 
initatey is not the company’s sole product. ruary. The ordinaries are now a nominal ia ee ed oe basis fea 9. 
inhex < eye ie yasis 19 Se 
riplex also has a very substantial output of market at 16s. 9d, (n) Yield basis 40%» (0) Yiela oh 20%. Pix div ciend 
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EXCHEQUER RETURNS 


For the week ended August 30, 1952, total 
ordinary revenue was /84,216,000, against 
ordinary expenditure of 468,208,000, and 
issues to sinking funds £510,000. Thus, in- 
cluding sinking fund allocations of {11,272,000 
the deficit accrued since April 1, 1952, was 
{227,352,000 compared with a surplus. of 
{15,462,000 for the corresponding period of 


the previous year. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


April 1,|April 1,) Week | Week 
1951 | 1952 jended | ended 



























mate, to | to (jSept.1,) Aug. 
1952-53, pt. 1jAug.30) 1,.; 5B, 
£000 1951 | 1952 19st | 1952 
Receipts into the 
REVENUE | Exchequer 
(£ thousand 
Orp. REVENUE } 
Income Tax ... 1804225) 394,000' 421,588] 30,709 18,529 
Sur-tax ... 125,000) 32,000} 29,30 700 600 
Estate, etc., Duties 175, 84,800} 63,6 3,800; 2,300 
Stamps 57,5 27,200! 20 8 1,100, 900 
Profits Tax & EPT | 452,000] 128 700) 163,100] 7,800) 10,500 
Excess ProfitsLevy 5,01 ma ae ave | hs 
Special Contribus } i 
tion and other + 20 1,505) 8 60) 30 
Inland Revenue 


44,169) 32,859 





Tota! Inland Rev. '2618725) 668,205: 699,26 


Customs. ........ 10435001406 927| 425,565] 22,494] 20,709 





Buciee so ieikace 772,000} 339,005; 321.293 20,599) 29,260 
pockeibiccatlesideledasdil —|——— 
Tota! Customs and} 

Excise ........ |1815500) 745,932) 746,858 43,093) 49,969 
Motor Duties ....| 64,150) 11,203) 11,3 234 
Surp!'s from Tradg 12,00@ 57,500 ee aie RS ike 
PO (Net receipts) 6,200}... 11500, «x. 
Broadcast Licences’ 15, 4,000, 4,05 600 750 
Sundry Loans. . 26.01 10,285 8,745 1312) 115 
Miscell. (incl. Sur | 

plus War Stores) | 110,0 27,834 32,2 550; 289 





Total Ord. Rev... }46613751531159/1502610) 88,224) 84,216 
SELF-BaLANCING |j————--—-—_—___|———__ 
Post Office... .. 209,23 4,600} 4.700 
Income Tax on 

EPT Refunds. . 4,900 57) 19 


Total ... .. .. '487551011607643' 1588732) 92,881) 88,935 


to meet payments 
thousand 






RD. EXPENDITURE 
Int. & Man. of Nat. 















Debt ~.-+-. | 576,00 
Payments to N | 
Ireland ; 40,000, 14,729, 14,634 ... | 1,660 
Other Cons. Funds! 10,000) 4,423; 45)4 26 340 


FOR co  wckacne 


Sinking Funds .. 


Total (excl. Self 
Bal. Expd.)... 





Se_r-BaLaANcING 
Post Office....... | 209,23 
Income Tax on 


EPT Refunds 4,900 57 19 


Total 


After decreasing Exchequer balances by 
£309,556 to £2,821,149 the other operations 
for the week increased the National Debt 
by 41,386,607 to £26,033 million. 


NET RECEIPTS (£ thousand) 


Nil 
NET ISSUES { thousand) 
PO and Telegraph (Money) Act, 1950 ........ enh 750 
ERT ROO oo oe6 os oo ad ks Ses cd dekinwebel 24 
Export Guarantees Act, 1949... 2.0... ceeeces ° 5 
Housing (Temp. Accom.), 1944 and 1947. ........ 50 
Local Authorities Loans Act, 1945, s. 3(1)........ 9,300 
New Towns Acts, 1946 and 1952 .............0% 750 


Cotton (Centralised Buying) Act, 1947, s. 21(1) ... 3,006 
Miscell. Fin. Provs., 1946, s. 2(1) 

War Damage: War Damage Commission ...... 3,000 
Finance Acts, 1946 and 1947, Postwar Credits .... 316 


Statistical Summary 


CHANGES IN DEBT (¢ thousand) 








Receipts PAYMENTS 
Treasury Bills .... 2,796 Nat. Savings Certs. 600 
Tax Reserve Certs. 11,122 24% Def. ds. . 585 
Other Debt :-— 3% Def. Bonds... 1,239 

Internal ....... 4,703 Ways and Means 
Advances ...... 14,810 
18,621 17,234 








FLOATING DEBT 


(£ million) 





Public Debt 


| 











3240-0| 2277-7 6134-4 


j 


i 
2750-0) 1503- 





4 4560-7 
; 2790-0/ 1517-9 4581-7 
» 2112830-0) 1504-1 4638-2 
wae 4336-6 4647-8 
July 5] 2910-0} 1440-5 4659-5 
» 12]2940-0) 1462-7 4705-7 
» 19] 2970-0) 1443-5 4743-0 
» 26}3000-0) 1459-5 4747-3 
Aug. 2] 3020-0} 1430-3 4714-7 
»  9)3040-0| 1403-3 4709-7 
» 1643030-0)| 1450-6 4760-4 
» 235) 3020-0! 1462-9 4789-9 
» 30}3040-0) 1445-7 4777-8 













Amount 
ed Average Allotted 
Date of (£ million) Rate at 
Tender i of Min. 
lOftered\* Hor |Allotta Allotorent | Rate 





s. d, 


ao ww 









June 6 }| 240-0 | 306-5 | 240- 48 4-09 71 
» 13 | 240-0) 310-4 240- 48 0- 
» 20 | 250-0 | 301-1 | 250- 48° 8- 
» 27 | 240-9 | 302-4 240- 49 0- 
July 4 | 240-0 | 308-8 | 240- 49 0- 
» 11 | 240-0 | 315-2 | 240- 49 4- 
» 18 | 230-0 | 322-9 3- 
» 25 | 220-0 | 317-2 3: 
Aug. 1 | 220-0) 320-5 1: 
“0 | -} 4- 


On August 29th applications for 91 day bills to be paid 
from September 1 to September 6, 1952, were accepted 
dated Monday to Saturday as to about 72 per cent at 
£99 7s. 8d., and —— at higher prices were accepted 


in full. Treasury Bills to a maximum of £260 million were 


offered on September 5th. For the week ended September | 


6th the banks were not asked for Treasury deposits. 


NATIONAL SAVINGS 
(£ thousand) 







Total 21 weeks 
ended 


‘Aug. 26, | Aug. 25,1" 
1951 | 















wee ee sat eosecows 


) 
75,700; 47,100 , 
en es nhieu ae 59,700; 59,000 2,400 





















Net Savings .......... .. | 16,000\Dr11,900,Dr 400 
Defence Bonds :— i——- - 
PONS io as ccna ods we 20,214) 
Repayments .........6.: 25,991) 
Net Savings ............. 
P.O. and Trustee Savings — 
Banks :—~ 
SURI dias Le sWends 273,597) 
Repayments ............ 348,501 
Net Savings ............ 
Total Net Savings ........ 
Interest on certificates repaid 


Interest accrued ........... 

















BANK OF ENGLAND 
RETURNS 


SEPTEMBER 3, 1952 


ISSUE DEPARTMENT 


f } 
Notes Issued ~~ | Govt. Debt... 11,615,100 
InCirculation 1455,459,280| Other Govt. 
In Bankg. De- Securities ... 1485,772,256 
partment... 44,897,543) Other Secs, ... 700,965 
Coin (other 
| than gold) .. 2,511,649 
| Amt. of Fid——___—— 
gg eee 1500,000,000 
| Gold Coin and 
Bullion at 
248s. per oz. 
Cs wets: 356,823 
1500,356,823 | 1500,356,823 


BANKING DEPARTMENT 


+ 
Capital ...... 14,553,000 | Govt. Sec..... 301,454,930 
PR as io 3,926,370 | Other Secs. -~ 29,325,485 
Public Deps.:- 33,699,582 | Discounts and 
Public Accts.* 10,701,323 | Advances... 12,660,480 
H.M. Treas. | Securities. ... 16,665 005 


Special Acct 22,998,259 


Other Deps.:~ 324,881.518 


Bankers..... 257,686,494 | Notes........ 44 897 543 
Other Accts... 67,195,024 | Coin......... 1,582,512 
377,060,470 377,060,470 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 


GOMPARATIVE ANALYSIS 


(£ million) 





1951 1952 
Aug | Aug | Sept. | Sept. 
20 28 5 4 
ssue Dept. :— 
Notes in circulation ..... 


1470-9} 1459-0)1455- 
Notes in banking depart- 


o ow 


Ga ees i ae 79°5| 41-4). 44- 
Government debt and 

sectirities® ........... 1546 - 811496 - 8) 1496-8 
Other securities......... 0-7 0-7 0-7 
Gold and coin... 2 2-9 2-9 


it 9 | 3 
Valued at s. per fine oz... 248/0| 248/0' 248 
Banking Dept. :— 
Deposits :— 


> 


blic Accounts ........ 10-0, 16-0' 10-7 
Treasury Special Account 18-3; 23-0 23-0 
Bankers .......... 268-4) 252-4 257-7 
CNN. ic 5 hc ens 66-5 64-8 €7-2 
PO Seaiickscsas 3635-2) 356-2; 358-6 

Securities :— 
Government......... 268-5 296-9 303-3 
Discounts, etc... 12-9 72 12-7 
Other. 19-2; 27-5 16-7 
Total. . Ps ee 300-6 331-6) 330-7 
Banking dept. reserve. .... 81-0) 0} 46-5 


43- 
0, 


PRONOUN es cn i oaks 


oO 





22-3 12-01 12. 


* Government debt is £11,015,100, capital {14,553,000 
Fiduciary issue reduced from {£1,550 million to £1,500 
million on August 27, 1952. 


GOLD AND SILVER 


The Bank of England's official buying price for gold 
was raised from 172s. 34. to 248s. Od. per fine ounce on 
September 14, 1949, and the selling price to authorised 
dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
cash prices during last week were as follows :— 






SILVER GOLD 


1952 London |New York; Bombay 


rT ounce!per ounce!per 100 tol 


Bombay 
per tola 





& | GK 
73-0 | 83°25 
73°0 |. 83:25 
Markets Closed 
73:0 | Closed 

+ 83-25 163.5 


|) nana trae ace ot te cet etal 3 
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COMPANY MEETINGS 
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TATA IRON AND STEEL COMPANY 


SHARP REVERSAL OF INFLATIONARY TREND 


METHOD OF FINANCING EXPANSION PROGRAMME 


EFFECT OF GOVERNMENT’S STEEL PRICE POLICY 


ROLE OF THE EQUITY SHAREHOLDER 


The Annual General Meeting of the share- 
holders of the Tata Iron and Steel Company, 
Limited, was held on August 28th at Bombay, 
Mr J. R. D. Tata, Chairman of the company, 
presiding. 

Surveying the economic situation Mr Tata 
said that “the year under review was marked 
by a sharp reversal of the inflationary trend 
which had received accelerated impetus from 
the Korean war. ‘The cessation of stock- 
piling and panicky buying for replenishing 
inventories in the USA and elsewhere was 
largely responsible for the decline in prices 
which has occutred throughout the world, 
particularly in primary commodities. It has 
been helped also by the measures adopted by 
governments in India and other countries for 
curtailing credit facilities. Although the 
abrupt fall in prices which resulted from 
these measures caused a temporary disloca- 
tion of trade and industry, they have gener- 
ally had the effect of restoring a more stable 
and, on the whole, healthier price structure. 
It is too early, however, to assume that the 
risk of further inflation is past. Recently 
there have been again signs of a gradual rise 
in wholesale prices and if the international 
situation worsens, the upward trend may 

acquire fresh momentum and call for vigi- 
lant action, 


THE FOOD SITUATION 
“The fall in wholesale prices,” continued 
Mr ‘Tata, “has not been reflected yet in the 
cost of living. Food prices which constitute 
the largest single element in the cost of 
living have shown an increase in several 
parts of the country and there are unfor- 
tunately areas where conditions amounting 
almost to famine still prevail. There is some 
reason, however, for thinking that in spite of 
these adverse circumstances, the food situa- 
tion may become easier. The stock position 
with regard to food-grains is better now than 
it has been for some years past. This is due 
mainiy to the large shipments of wheat from 
the USA which have recently arrived in the 
country, and also to the reduction of the 
rationing commitments of Government 
during the year and the lessened incentive for 


hoarding of food-grains owing to the general 


decline in prices, 


“ Piscal and monetary measures,” observed 
Mr Tata, “are an essential ingredient of an 
effective programme for fighting inflation. 
Bui unless this is supplemented by measures 
designed to increase production, the prob- 
lem of inflation will remain largely unsolved. 
A fall in demand brought about by reduced 
purchasing power may temporarily alleviate 
the inflationary pressure but it will not pro- 
vide a final remedy in a country with a low 
standard of living. This is a matter to which 
Government are fully alive as shown by the 
importance they attach to the draft Plan 
drawn up by the Planning Commission. The 
Plan, however, is limited to the public sector 


. Of the country’s economy consisting mainly of 


schemes for multi-purpose development, and 
for transport and- social services. Manufac- 


MR J. R. D. TATA’S SPEECH 


turing industries like ours have been left, 
under the Plan, to private enterprise.” 


SUBSTANTIAL IMPROVEMENT IN OUTPUTS 


Referring to the substantial improvement 
over the previous year in output of indus- 
trial raw materials and manufactured pro- 
ducts, Mr Tata said that such progress 
resulted mostly from the better utilisation 
of existing capacity and the more plentiful 
availability of raw materials. If it is to be 
effective as a means of combating inflation 
and creating higher standards of living, the 
annual increase in industrial output must be 
on a scale which will require a continuous 
expansion of productive capacity. This is a 
responsibility which, in normal times, and in 
a free economy, would lie squarely on private 
enterprise; but private enterprise cannot 
fulfil such a responsibility unless it is in a 
position to raise the requisite finance. 


“The lack of finance,” continued Mr 
Tata, “ is, today, by far the greatest handicap 
in the way of our economic development and 
the rock on which all our economic plans 
are likely to founder. Unless means are 
found to stimulate capital formation and to 
canalise savings into the required channels, 
no substantial progress can be expected. 


CAPITAL FOR ECONOMIC DEVELOPMENT 


“The virtual cessation of capital forma- 
tion, through individual savings, during the 
last few years, although largely due to ex- 
ternal causes not within the control of Gov- 
ernment, has undoubtedly been aggravated 
by recent developments within the country, 
including Government’s industrial and 
financial policies. To the extent that such 
policies have benefited the people by trans- 
ferring earning power and wealth from a 
limited class of sdciety to a larger number of 
people, they have achieved a socially desirable 
end, but we must face the fact that, in the 
process, capital formation has been seriously 
affected. A modern, progressive society re- 
quires that wealth and earning power be 
more equitably distributed amongst its mem- 
bers, but capital formation and its use for 
economic development are equally essential 
to that society’s survival and growth.” 


Commenting on the expansion from re- 
serves Mr Tata said that “while the disap- 
pearance of individual savings amongst 
classes of society which would ‘normally in- 
vest their savings in industry, has curtailed 
the country’s capacity to raise fresh capital 
for new ventures, existing industries could 
continue to expand if they were able to make 
savings of their own and to use them for 
expansion. Corporate savings of this nature 
have anges age a omg the world, the 
principal source nance for the ex i 
of established industries. PIS 


A DESIRABLE FEATURE 


“A study of the balance-sheets of lesiiog, i 
long-established industries in India,” said 


Tata, “ will disclose the preponderant ex: cnt 
to which our own industrial expansion has 
been financed from internal savings. To my 
mind, this is a wholly desirable feature whith 
one would expect vetnment not only to 
recognise as such, but to encourage by posi- 
tive measures. The current trend of thought 
in some official circles, however, appears {0 be 
that at least in controlled industries, the 
creation of reserves to be used for expansion 
is anti-social as it places the burden on the 
consumer, instead of the shareholder who 
should provide the additional capital for ex- 
pansion. 


This view overlooks the fact that even 
when reserves are. used for expansion, it is 
the shareholder who has provided them over 
the years from undistributed profits, and that 
fresh capital investments would, in any case, 
have to come largely from what the share- 
holders save from the dividends they receive 
from industry. There is no difference of 
principle between paying out a larger divi- 
dend to shareholders in the first instance and 
getting part of it back later by way of fresh 
investment on the one hand, and paying a 
lower dividend at source and investing the 
balance of profit in new plant and machinery 
on the other. The second method is, how- 
ever, obviously more effective and practical. 


THE GOVERNMENT ATTITUDE 


“In any case, in a controlled industry like 
ours where profits are statutorily limited by 
Government,. the »indirect and uncertain 
method of raising finance for expansion men- 
tioned above could operate only if Govern- 
ment allowed.a reasonable return on invest- 
ments to be made in expanding the industry. 
The Tariff Board and Tatseiens, however, 
have fixed prices on a basis-which gives a 
net return of only 34 per cent on the addi- 
tional block. Some even of that small return 
must be “set aside to reserve to tide over 
emergencies or periods of depression, ‘Thus, 
shareholders are assured of a net dividend of 
only 2} per cent on any fresh investment that 
they my care to make in the expansion of 
steel capacity. 


“If regard for the interest of the con- 
sumer of steel in India,” continued Mr Tt, 
“is the main reason for the low return pro- 
vided by Government and the Tariff Board 
on a investment in the steel industry, 
it is, 1 feel, being carried to a length wholly 
unjustified by the facts of the case. When 
we recently pressed for a more reasonable 
return to the shareholder, we were told thal 
the ee tad borne the burden of ae 
tect € st industr y in the past, 2 
that it is the duty of the shareholders (0 
repay him for his sacrifices ‘by assuring | 
low prices in the present. This proposition, 
is unexceptionable if reasonably applied. 


COMPARATIVE FIGURES 


“ The following figures show that it is not. 
t fifteen years of effective protection 


the 
to the steel industry, from 1924 to 1939. the 














- 
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consumer in India paid your Company, as a 
result of protection, a total of pon pened 
Rs. 11 crores (£8,250,000) ($23,099,000) more 
than he would otherwise have paid. Today 
the average price that the consumer in India 
pays for steel, including that imported by 
Government for sale, is about Rs.400 (£30) 
($84) per ton less than the import price ; but 
the measure of the Indian producers’ contri- 
bution to the low level of steel prices in 
India is higher than this, as the retention 
prices of the steel companies are about 
Rs.500 (£38) ($105) less than tse price at 
which foreign steel could be landed in India, 
without taking the duties into account,: 


“In other words, whereas the Indian steel 
industry was subsidised in the past to the 
extent of a total of approximately Rs.11 crores 
(£8,250,000) ($23,099,000) in 15 years, the 
consumer is now getting his steel at a saving 
of Rs.40 crores (£30 million) ($83,998,000) 
per year. Even if we take as a basis of com- 
parison not the export prices but the present 
domestic prices in the UK, the value of the 
industry’s contribution to the Indian con- 
sumer is over Rs.12 crores (£9- million) 
($25,199,000) per year. In the hght of the 
above figures, and of the fact that steel enters 
to an imperceptible extent into the cost of 
living it is evident that the measures taken to 
protect the consumer of steel are excessive 
and in disregard of the legitimate claims of 
the industry and its shareholders. 


UNFAIR TREATMENT OF SHAREHOLDERS 


“ Financial statistics published in our 
Annual Reports clearly show that in the Steel 
Company at least, the equity shareholders 
have not received fair treatment for some 
years. ‘Taking the last fifteen years, we find 
that the total amount paid in dividends to 
the equity shareholders averaged Rs. 143 lakhs 
(£1,072,000) ($3,003,000) per year during the 
first five years and Rs.99 lakhs (£742,500) 
($2,079,000) per year in the last five years, 
reflecting a drop of nearly a third. If we 
take into account the reduced purchasing 
power of the rupee since the war, we find 
that our 17,000 equity shareholders are today 
worse off in respect of the return on their 
investment.in the Company by nearly 80 per 
cent, as compared with 1937-38. 


“There is a tendency today,” Mr Tata 
observed, “to under-rate the role of the 
equity shareholder in the industrial economy 
and to judge his contribution to industry 
merely by the amount of his original invest- 
ment, after which he is considered to have 
served his purpose and to be entitled to 
nothing more than a modest dividend calcu- 
lated on that original investment. This view 
is misleading’on many counts. It ignores the 
fact that, in long-established industries, the 
great majority of the present shareholders are 
not the same as the original shareholders, 
and that they have purchased their shares at 
prevailing market prices and not at the 
original issue price, to which their cost there- 
fore bears no relation. It overlooks the fact 
that the reserve and other funds built up from 
undistributed profits, year by year, represent 
an important contribution by the equity 
shareholders to the increased value of the 
assets on which the present profits are 
earned. 


THE ELEMENT OF RISK 


“ Finally, it fails to appreciate the impor- 
tance of the element of risk inherent in in- 
vestments of risk-capital. So long as a mixed 
economy, in which a large part of industrial 
development is left to private:enterprise, is 
considered necessary in the country’s interest, 
the investors’ willingness to take risks is an 


essential element in the development of 
industry. 


“Tt is natural, however, that risk-capital 
should get a return commensurate with the 
risks it takes, as well as a long-term ‘chance of 





capital appreciation in successful ventures to 
pes ago for the loss incurred on unsuc- 

eck tome Stas tut kane, Sheena ioe 
years private enterprise h jlamed for 
the slow pace of industrial expansion in the 
country. The facts and. considerations. to 
which I have drawn attention show that if 
private enterprise has latterly not been able 
to achieve all that was expected of it, this 
was due largely to causes beyond its control, 
for some of which, at least, Government's 
own policies have been responsible. 


BEARING ON EXPANSION PROGRAMME 


“The issues I have just discussed,” said 
Mr Tata, “ have a direct bearing on our own 
problem of financing the expansion pro- 
gramme which we have undertaken at 
Government’s own request. If reasonable re- 
tention prices had been allowed to the indus- 
try after the war, we would have no such 
problem to-day, as our reserves would have 
by now been adequate, together with a 
modest increase in our borrowings, to finance 
the whole programme. In the position in 
which we dnd ourselves, however, we sug- 
gested to Government that retention prices of 
stee] in the country be raised by an average 
of about Rs.100 (£7) ($21) a ton, approxi- 
mately 44 per cent of which would go to 
Government in taxation. In return, we 
undertook to apply the whole of the balance 
of about Rs.56 (£4) ($12) per ton to the 
desired expansion of our plant. This proposal 
would still have left our retention prices at 
about Rs.400 (£30) ($84) less than the import 
prices. 


““ Government have instead decided to raise 
stee] prices to the consumer by Rs.50 (£4) 
($11) per ton, but to*leave untouched the re- 
tention prices of the producers at their 
present low levels, the increase being taken 
to the Iron and Steel Controller’s Equalisation 
Fund. Out of the accumulations of this Fund 
we understand that Government contemplate 
granting a lean to us and to the Steel Cor- 
poration of Bengal. This would, in effect, 
amount to lending us our own money, for it 
would legitimately be ours if prices were 
maintained at a more reasonable level.” 


ADDITIONAL BORROWINGS 


It was pointed out by Mr Tata that, “ in 
addition to this special advance by Govern- 
ment, the Company will have to borrow else- 
where the difference between Government's 
loan plus the amount it will set aside each 
year to depreciation and reserve, and the total 
amount to be spent on the capital expenditure 
programme. It is likely that such additional 
borrowings will reach a figure of Rs.4 crores 
(£3 million) ($8,400,000) or Rs.5 crores 
eanconce ($10,500,000). Thus, at the end 
of the period, the aggregate borrowings of the 
company, including those already existing to- 
day, may be in the neighbourhood of Rs.18 
crores (£13,500,000) ($37,800,000) to Rs.20 
crores (£15 million) ($42 million). 


“Subject to the shareholders’ approval, 
under Article 130 we have agreed in principle 
to take a loan from Government not because 
we think it constitutes the best or the fairest 
solutior. of the problem, but because, whatever 
our personal views may be, the country’s 
interests must come first, and these impera- 
tively require that additional steel-making 
capacity be created. 


DETERRENT TO FURTHER INVESTMENT 


“We shall continue,” assured Mr Tata, 
“at the same time, to press Government for 
a revision of their present policy in respect 
of steel prices, which is not 
the existing shareholders of the 


pany, but acts as a deterrent to any further 
_investment in the industry.” rt 


unfair to- 
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Mr Tata welcomed Government’ an- 
nouncement for setting up a Committee to 
investigate the tax structure of the country, 
and hoped that the question of the general 
incidence of taxation and its bearing on 
capital formation and production would en- 

ge the attention of the Taxation Enquiry 
Puieies, in addition to the problems 
which faced trade and industry due to the 
lack of co-ordination between the various 
State Governments in the matter of sales 
taxes. 


THE YEAR’S OPERATIONS AND PROFITS 


Referring to operations and profits for the 
year under review, Mr Tata explained that in 
spite of the increase of about 15,000 tons in 
the output of finished steel and of a credit 
to the year’s revenues of an item of Rs.123.6 
lakhs (£927,000) ($2,595,000) arising from the 
operation of previous years, the net profit 
was about the same as for 1950-51. For a 
proper comparison, it was necessary to set 
off against Rs.123.6 lakhs odd (£927,000) 
($2,595,000), amounts of a similar nature 
totalling Rs.88 lakhs (£660,000) ($1,848,000) 
credited to the Profit and Loss Account in 
respect of previous years. The net accretion 
on this account for the year under review 
was only about Rs.35 lakhs (£262,000) 
($735,000). Increased profits on the addi- 
tional output of steel and pig iron amounted 
to about Rs.59 lakhs (£442,000) ($1,239,000), 
andthe price increase of Rs.ll (£1) ($2.3) 
per ton granted by Government from July 1, 
1951, to compensate for increased costs, 
amounted to Rs.66. lakhs (£495,000) 
($1,386,000) for nine months of the year. He 
explained that, thus, other items remaining 
the same, the year’s earning should have been 
higher than the previous year’s by about 
Rs.160 lakhs (£1,200,000) ($3,360,000), but for 
the fact that against this sum, there had to be 
set off, a large increase in payments to labour 
totalling Rs.100 lakhs (£75,000) ($2,100,000) 
for the year in respect of normal grade incre- 
ments, increased dearness allowance, incen- 
tive bonus, and new service bonus payable to 
all employees not in receipt of performance 
bonus. The profits were also affected by the 
increased prices paid for raw material and 
stores. 


Attention of the shareholders was drawn 
to an amount of Rs.75 lakhs (£562,000) 
($1,575,000) which represented for nine 
months, the first instalment of a special pro- 
vision for depreciation allowed to the Com- 
pany by Government and included in the 
selling prices. 


SATISFACTORY LABOUR SITUATION 


The labour situation during the year was 
reported to be satisfactory. Referring to the 
labour statistics given in the Annual! Report, 
Mr Tata said that it gave a striking picture 
of the large increase, both in the average 
income per employee and in the labour cost 
per ton of finished steel. The latter had now 
reached a level which left no margin for 
further increase in earnings per capita, except 
through increased productivity. In this con- 
nection, Mr Tata stressed the need for a 
reduction in the number of men employed, 
which, he reiterated, would be achieved 
gradually by not filling vacancies and by 
absorbing surplus men in new plants or 
departments. 


Mr Tata pvinted out that while the average 
annual income per employee at Jamshedpur 


had gone up by 33 per cent, the 
output of finished steel had increased 
by only 13 per cent, which was 


still 6 per cent below the 1939-40 level, 
and the Directors felt that the time had now 
come to insist that any further increase in 
payments and benefits to labour must be 
accompanied by an increase in the output per 
capita. While sa s, Mr Tata recog- 
nised that one ‘of chief difficulties in 
obtaining labour’s co-operation was the weak- 





nesseof the trade union movement in the 
country as compared to industrially more 
advanced countries. No lasting improvement 
was possible unless trade unions were better 
organised and consolidated so that employers 
could make with them collective agreements 
which were equally enforceable on both sides. 
The tendency of political parties to control 
trade unions as part of their bid to canvass 
labour support in elections led to unhealthy 
multiplication of labour unions, often within 
the same industry, making conflicting 
demands on the Management, with the result 
that the real and constructive aspect of labour 
organisation often took a second place. 


WM. CORY & SON, 
LIMITED 


THE HON. F, A. LEATHERS’ 
STATEMENT 


The Hon. F. A. Leathers presided at the 
fifty-sixth annual general meeting of Wm. 
Cory & Son, Limited, held on August 28th, 
at Cory Buildings, Fenchurch Street, London, 
BAL 


The following is an extract from his state- 
ment, circulated with the accounts: 


Your company has substantially increased 
the volume of coal distributed during the 
year, 

The oil bunkering side has more than 
absorbed the gradual reduction in the tonnage 
of coal provided for ships’ use. In recent 
years the quantity of oil supplied as bunkers 
or cargo has increased with each twelve 
months’ trading, with the exception of the 
yeag under review. The reduction which 
was comparatively small, was due entirely 
to the present situation in Persia. 


Our coasting colliers have had a year of 
successful trading. A ship, which has been 
named Corfield, was purchased at the end of 
1951. In addition to the three vessels under 
construction, two new ships, each of 4,600 
tons dead-weight, have been ordered. 


The company again participated in the 
importation of coal into this country from 
the United States of America and was 
interested in the movement of coal from 
India to the United Kingdom. While, unfor- 
tunately, exports of coal from the United 
Kingdom did not increase, the company had 
its full share in the tonnage available. A 
large part of the increased tonnage of our 
coal export department has resulted from our 
participation in the flow of coal from the 
United States of America to European 
COUNTTICS. 

The lighterage and wharfage sections have 
each shown a satisfactory result. Our fleet 
of barges has been modernised in recent 
years, and our tugs are in the process of 
being replaced by more efficient units. For 
convenience of management, the fleet of tugs 
and barges was transferred to the lighterage 
companies within the group from the wholly 
owned subsidiary, Cory Lighterage, Limited. 
It is intended that the programme of major 
repairs, which will soon fall-due at our 
riverside wharves, will be undertaken in the 
course of the next few years. 


Your subsidiary companies in the Union 
of South Africa have suffered a substantial 
deciine in business during the year, chiefly 
from the inability of the railways to move 
coal to the ports of shipment and to inland 
consumers. 


The business of John Kelly, Limited, of 
Relfast, of which we are joint owners with 
the Powell Duffryn Group, has increased in 
tonnage, with satisfactory results during the 
year. Orders for six ships have been placed. 


The reports and accounts were adopted. 


FURNESS, WITHY 
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AND COMPANY 


RECORD EARNINGS 


CONTINUANCE OF HIGH SHIPBUILDING COSTS 


INEVITABLE RESULT OF. EXCESSIVE TAXATION 


SIR ERNEST H. MURRANT’S STATEMENT 


The sixty-first annual general meeting of 
Furness, Withy and Company Limited will 
be held at the registered office, Furness 
House, Leadenhall Street, London, E.C.3, on 
Wednesday, September 24th. 


The following is an extract from the state- 
ment by the Chairman, Sir Ernest H. 
Murrant, KCMG, MBE, which has been 
circulated with the report and accounts for 
the year ended April 30, 1952: 


The combined fleets, comprising a variety 
of different types—passenger, passenger and 
cargo, fully refrigerated and partially re- 
frigerated, dry cargo ships and one tanker, 
stand in the balance sheet at a book value of 
£19,629,224. That figure includes £2,076,725 
paid on account of new tonnage which, of 
course, has contributed nothing to the earn- 
ings of the past year. From the cost of the 
ships in commission £8,538,690 has been 
written off during the past five years from 
profits, and in addition a substantial amount 
has been written off by transfers from fleet 
replacement reserves £0 cover, in some 
measure, the element of inflation in postwar 
building costs. 


RECORD EARNINGS 


The consolidated profit and loss account 
shows record gross earnings, amounting to 
£8,476,607. The principal deductions from 
these gross earnings are £1,875,734 applied 
to depreciation of fixed assets, and the pro- 
vision of £3,243,742 (against £774,895 in 
1950-51) for taxation here and abroad. 


The net profit in the parent company’s 
accounts is £1,011,482, of which £500,000 has 
been transferred to fleet replacement account 
The results for the year under review clearly 
justify the legitimate expectations of stock- 
holders to a reasonable benefit from a good 
year, just as they must expect a recession 
when the reverse applies. The directors 
therefore recommend the payment of a bonus 
of 2} per cent, making a total distribution 
of 12} per cent less tax. 


If the board’s recommendations are 
approved, there will be a balance carried 
forward into the current year of £402,336. 


PROBLEM OF HIGH SHIPBUILDING COSTS 


The very high cost of shipbuilding con- 
tinues to cause anxious thought for the 
future. It is a problem which cannot be 
ignored, and the wartime policy of “mend 
and make do” cannot be applied indefinitely. 
Indeed, that policy, forced upon industry by 
the necessities of war, has added materially 
to the postwar difficulty of replacing lost 
and obsolete tonnage and financing the cost 
of new ships at excessive postwar prices. 
The estimated balance of shipbuilding 
expenditure for which contracts had been 
entered into at April 30th was £6,356,240, 
representing balance payments to be made 
in due course in respect of twelve ships 
under construction or contracted for, delivery 
of which is anticipated at varying dates 
oo now oat bec indepen What the actual 

timate cost w is t upon the 
eventual cost of materials and labour, and is 
at present incalculable. 


EXCESSIVE TAXATION BURDEN 


The total provision for taxes of all desccip. 
tions amounts to the huge figure of 
£3,243,742. For many years the shipping 
industry has laboured under an excessive tax 
burden, and upon every appropriate occasion, 
as well as to every appropriate body, strong 
representations have been made urging the 
necessity for changes in the method of asse3s- 
ment which will result in some relief. Evi- 
dence and suggestions have been submitted 
in turn to the Millard Tucker Committee 
and to the Royal Commission, from which 
it is hoped that some helpful recommenda- 
tions may emerge, In the meantime, how- 
ever, it would almost seem that the bleating 
of the kid has further excited the tiger inas- 
much as, in the desire to restricts profits 
on re-armament, industry generally, including 
shipping, is to bear an Excess Profits Levy 
as from January 1, 1952. No doubt there 
will be many who will applaud the desire to 
avoid undue profit-making from the national 
necessity to re-arm; there will certainly be 
others who feel that if burdens there mus: be, 
they should be shared as equally as possible. 
It should, however, be realised that the ship- 
ping industry has very special problems. Not 
merely is it essentially international in charac- 
ter (and therefore its domestic burdens can- 
not be shared equally with foreign competi- 
tors) ; not merely is its problem of replacing 
obsolete tonnage materially different from 
nearly every other industry, but it is generally 
admitted that shipping is a key industry in 
relation to national defence, and is also one 
of the chief contributors to those all impor- 
tant exports, invisible though they may be. 
Shipbuilders call for a continuous stream of 
orders for new ships and governments of all 
colours and ¢re-ds call for the maintenance of 
an adequate and efficient merchant marine, 
whilst all agree that merchant ships are a3 
vitally necessary in peace as in war. 


.~DRAIN ON RESERVES 


Shipowners know that a period of pros- 
perity has, in the past, and probably will in 
the future, be followed by a longer period 
of hard trading—years in which it is difficult 
to earn even depreciation—and unless in the 
good years by far the major part of their 
earnings is reserved for the purpose of main- 
taining their fleets instead of being drained 
away by taxation, the inevitable result must 
be a gradual decline in the number of slups 
and volume of tonnage-carrying capacity. 


In a great many respects we are fortunate 
that we have been able to achieve so much, 
both in our own and the Exchequer’s behalf, 
and it is to be hoped that our many thou- 
sands of stockholders will be satisfied ‘hat 
the restraint exercised in regard to dividend 
distributions has played its part in establish- 
ing the strong position revealed by the cur- 
rent balance sheet, At the same time stock- 
holders must be prepared for the probability 
that the next profit and loss statement will 
reflect a much reduced level of earnings, 
which in turn will restrict the amount avail- 


able for allocation to reserves for the mait- 
tenance of our capital assets.. 


ave 








ALLIED SUMATRA 
PLANTATIONS 


DOUBLE TAXATION BURDEN 


The twenty-sixth annual general meeting 
of Allied Sumatra Plantations, Limited, was 
held on September 2nd, in London, Mr A. 
L. Mathewson, OBE, the chairman, presid- 
ing. 

The chairman, in the course of his speech, 
said: The 1951 group rubber crop was 
7 541.963 lb., nearly half as much again as 
for 1950 but still only some 70 per cent of 
the 1941 crop, our previous highest. 


So far in 1952 the improvement in output 
has been maintained ; July a rts = 

lion Ib., bringing the total for - 
valy a to 6,439,635 Ib. Some 5,545,000 Ib. 
of the 1952 rubber crop have been sold at an 
average price appreciably better than that 
now obtainable. We are, however, working 
on a much narrower margin than in 1951. 


, rofit margin on rubber in 1951 was 
Rice: id. per ‘ib. more than in 1950, the 
increase in average selling price being almost 
offset by higher production costs, particué 
jarly in wages and export duty. 


The profit of the — for the year ee 
reciation but ore taxation 

500-787, out of which £99,844 has had to 
be set aside for Indonesian Company Tax 
and £81,170 (net) for United Kingdom taxa- 
tion, leaving £119,773. These figures by no 
means tell the full story of the heavy double 
burden of taxation. The loss of 1951 gross 
revenue suffered by the subsidiary companies 


as a result of the exchange certificatés system,- 


together with export and similar duties, is 
estimated at not less than sixteen million 
rupiah, equivalent to £500,000. The Indo- 
nesian Exchequer benefits to the tune of 
practically £600,000 and over £81,000 has 
to be provided for the UK revenue. Thus 
the taxgatherers, as sleeping partners but 
with no capital at risk, share between them 
a sum equivalent to almost 50 per cent on 
the company’s issued capital, as against the 
proposed dividend to shareholders of 5 per 
cent. This odd interpretation of fair shares 
in fact reflects a policy, or the lack of one, 
which is now seen in practice to be destroy- 
ing capital values, employment, trade and 
revenue, with implications still wider. 

After referring to the prolonged interrup- 
tion of replanting in Indonesia and 
enumerating the main factors discouraging 
the resumption of normal replacement pro- 
grammes, the chairman continued: 


To Indonesia her diversified plantation in- 
dustries, the mainstay of her economy, are of 


prime importance. It may with somé confi-. 


dence be assumed that the ablest of her 
leaders realise how intimately related and 
vital to each other are the economic and 
political stability of the Republic on the one 
hand, and the efficiency and vigour of these 
industries on the other. 


AN IMPORTANT QUESTION 


A question of paramount importance 
therefore is the removal of conditions which 
at presefit are so completely discouraging 
both new planting and replanting ; and the 
substitution of fully adequate incentives. 


If, as is understood, Indonesia has in pre- 
paration a plan to encourage foreign invest- 
ment within her territories, it is to be hoped 
that a realistic view will be taken of the 
increasing scarcity and difficulty of obtain- 
mg risk-bearing capital. The treatment ac- 
corded to existing foreign investors, who 
during the past half century have done so 
much for the development of Indonesia, is 
likely to be a decisive factor. 


The report was adopted. 


ASPRO LIMITED 


The seventeenth annual general meeting of 
Aspro Limited was held on September 2nd 
at 16, Berkeley Street, London, W.1. In 
the absence of the chairman, Sir Ian Fraser, 
CBE, MP, presided, 


The following is an extract from the 
circulated statement by the chairman, Mr 
Maurice A. Nicholas. 


TRADING RESULTS FOR THE YEAR 


The trading profit of your group after pro- 
viding for directors’ remuneration and depre- 
ciation amounted to £585,321 compared with 
£793,794 for the previous year. In the parent 
company’s accounts the amount available for 
appropriation is £173,160, to which must be 
added the balance of profits brought forward 
from last year making a total amount of 
£197,472. After deducting £14,438 for the 
preference dividend and a further £39,375 
for the interim ordinary dividend, already 
paid, your directors propose (a) to allocate 
£50,000 to the general reserve of Aspro 
Limited and (b) to recommend a final divi- 
dend of 20 per cent, less income tax, on the 
ordinary stock, the same rate as for last year. 
The balance to be carried forward on profit 
and loss account will therefore be £41,159 
as against {£24,312 brought in. 


ACQUISITION OF MINORITY INTERESTS 


The reduction in the group cash position 
is mainly accounted for by the purchase on 
behalf of your Parent company of the 
minority interests in our subsidiary com- 
panies jn Luxembourg and South Africa at 
a cost’ of £300,000. Your directors in their 
report have referred to my negotiations 
resulting in the acquisition of these minority 
interests in our Continental Holding Com- 
pany (which has since been dissolved) and in 
Nicholas (South Africa ) (Pty.) Limited. This 
transaction has led to a simplification and 
consolidation of the group’s financial struc- 
ture and has facilitated the steps being taken 
by the boards of our overseas companies to 
improve their financial and administrative 
position. 


TRADING CONDITIONS 


Supplies of acid, paper and board have 
been particularly difficult to obtain, though 
your directors anticipated this difficulty and 
deemed it prudent to carry out a certain 
amount of stock-piling, which is reflected 
in the accounts presented herewith. The 
raw materials position is now becoming 
easier and the whole question of stocks is 


being kept under continuous review by your 
board. 


While the trading profit for the year at 
£585,321 is not as high as for the previous 
year it must be remembered that reflected in 
the previous year’s accounts were the addi- 
tional sales made as a result of the serious 


— expidemic of January and February, 


EXTENSION OF OVERSEAS INTERESTS 


_ During the year we formed three sub- 
sidiary companies in Holland, Pakistan and 
Northern. Ireland. In both Holland and 
Northern Ireland these companies will take 
over the promotion of the company’s sales 
from agents who previously handled our busi- 
ness there. Sales promotion in our export 
markets has continued throughout the year, 
while on the development front we hope to 
commence operations in two other large 
overseas countries during the latter part of 
ae Though the surveys of these two 
markets are encouraging, it is too early yet 
to make predictions as to their full 
potentialities. 
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THE WOLVERHAMPTON 
METAL COMPANY 


PROPOSED BONUS ISSUE 


MR THOMAS C. JAMES ON RECORD 
_ TRADING RESULTS 


The forty-ninth annual general meeting 
of The Wolverhampton Metal Company, 
Limited, was held on August 29th in Birm- 
ingham, Mr Thomas C. James (chairman 
and managing director) presiding. 


The following is an extract from his cir- 
culated statement : 


Since my last report the company has 
suffered a great loss in the death last Nov- 
ember of my brother, Mr Henry S. James. 
He had been associated with the business 
even before it became a private company in 
1903 and had been chairman since 1946, 
when the company became a public one. 
Whilst paying tribute to his work, I should 
like to express my appreciation of the honour 
which my colleagues have paid me in ap- 
pointing me as his successor. 


The results of the group’s trading for the 
financial year ended March 31, 1952, will, I 
am sure, be received by you with as much 
pleasure and satisfaction as the presentation 
of them gives to me. There is once again 
an increased profit position, in fact a new 
record, the trading profit of the group (before 
taxation and allocations) being £372,386, 
against £294,282 as shown for the previous 
year, an increase of £78,104. 

To meet taxation we have set aside 
£204,000, leaving £168,386, which, when 
added to the Profit and Loss account balance 
of £162,226 from the previous year and a 
credit of £17,500 for Excess Provision for 
Taxation at March 31, 1951, gives a total 
balance of £348,112. 


Apart from dividends, there is only one 
appropriation made this year, namely, that 
of £2,000 to the Employees’ Service Fund, 
to which I refer later. The directors are re- 
commending a final dividend of 224 per cent, 
making 45 per cent for the year, as com- 
pared with 40 per cent for the previous year. 
This total dividend absorbs £45,670 net, 
leaving a total carry-forward balance on 
Profit and Loss account of £300,442, as com- 
pared with £162,226 at the end of the 
previous financial year. 


BONUS ISSUE 


Consent was received last May from H.M. 
Treasury to the making of a bonus issue 
under which (subject to eventual approval by 
the stockholders) each stockholder will re- 
ceive one fully paid stock unit by way of 
bonus for every unit held at the appropriate 
date. This will require an appropriation from 
the Profit and Less account of £146,142, 
which, with the items, Share Premium 
Account, Excess Profits Tax, Post-war 
Refund and Surplus on Sale of Freehold 
Property, will thereby increase the issued 
capital by a further £193,311 up to £386,622. 


This proposed bonus issue, if sanctioned 
by the members, will be carried out after 
declaration of the recommended final divi- 
dend as calculated on the present capital. 


In view, therefore, of the appropriation to 
be made next year from the Profit and Loss 
account for the purpose of the bonus issue, 
the directors have not made any further allo- 


cations this year to the already substantial 
reserves. 


The growp balance-sheet, in line with the 
increased profit; shows a stronger position 
than ever before in the company’s history. 
The Fixed Assets, which are very conserva- 
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“AIRCRAFT AND AIRPOWER 





Buyers for New Aircraft 


Quality or Numbers ? 


What Sort of Air Force ? 


Civil Aviation as a Business 


Buyers for New Aircraft 


HE British aircraft industry has never enjoyed—and 
has certainly never sought—a comfortable life. It 
is enured to turbulent change, both in what it produces 
and in what its customers require of it. In both respects, 
the challenges now presented to the industry are as 
dramatic as any it has ever known. In defence policy, 
emphasis has shifted towards the need for a continual 
state of preparedness to meet an ever-present risk, and 
the requirements of the Air Force—the industry’s major 
customer—have changed with it. Current standard types 
of aircraft are no longer likely to be needed in the 
numbers in which they have been ordered.; on the other 
hand a regular uninterrupted flow of the newest types 
has become essential. Such changes of programme are 
never simple to apply in the aircraft factories themselves ; 
but on this occasion there has been some incidental gain 
in the easing of pressure on the industry. Shortage of 
labour no longer threatens to hold up production as it 
did twelve months ago ; supplies of materials or machine 
tools may not be perfect, but they are not causing 
pressing difficulties. A marked improvement in the rate 
of recruitment, which in part arises from slacker con- 
ditions in other branches of industry, including engineer- 
ing, has brought the monthly intake of labour very close 
to what the industry requires—to provide, say, 225,000 
workers by the end of 1953 directly employed in the 
industry and perhaps the same number in ancillary indus- 
tries making forgings, castings, and.other components for 
the aircraft manufacturers. The industry is also stretch- 
ing its labour force by working more overtime than the 
average for the country. 
A change of air policy on a major scale prompts per- 
tinent questions about the size of the industry. The 
original programme involved big orders for aircraft such 
as the de Havilland Venom fighter, the Gloster Meteor 
and the English Electric Canberra bomber ; it called for 
extra production lines in the factories of the: three com- 
panies that designed the aircraft, and it brought into use 
assembly space belonging to such companies as Bristol 
Aeroplane, Handley Page, A. V. Roe and Short Brothers 
and Harland in Belfast that would otherwise have been 
without work. To meet the heavy requirements for Rolls 
Royce Avon engines, Rolls Royce built a completely 
new factory at Glasgow, and orders for Avons were also 
given to three other companies—Bristol, Napier and the 
standard Motor Company. Except for the Bristol line 
for Venoms, on which work did not proceed very far, 
ail these new production lines are likely to be kept in 


existence, though their capacity now seems to be beyond 
the RAF’s revised requirements for those types of air- 
craft. This creates difficulties, not least for the Ministry 
of Supply. If the Air Staff declares that it no longer 
wants Venoms and Canberras in the numbers first 
intended, orders must be cut back somewhere. If they 
are cut on lines belonging to sub-contractors, those com- 
panies face unemployment, to the extent that the sub- 
contracts were awarded to them in the first place because 
they had no prospect of sufficient military orders to keep 
them employed. Cuts in orders placed with the com- 
panies that designed the aircraft and engines may be 
less painful, to the extent that they have new versions 
or completely new designs under active development. 
The reduction in Canberra orders may be a relief to 
English Electric, the makers, who will remain burdened 
with other work. Rolls Royce, who would have made the 
engines for the cancelled Canberras, must presumably 
face a slackening of work throughout its factories until 
new engines are brought into production. 


19 The evolution of the delta can be traced from the 
straight wing, Gloster METEOR and de Havilland 
VAMPIRE... . . 





The cut in aircraft deliveries during the next eighteca 
months, before new types are fully in production, should 
considerably ease the strain on the Exchequer during 
this year and next. By temporarily relaxing the pressure 
on the aircraft industry, the cuts may even assist it [0 
make a direct contribution to the country’s balance of 
payments. This is an over-simplification, for export 
possibilities depend on whether the industry has in p‘0- 
duction the types of aircraft that other countries wish 
to buy. Its possible foreign customers fall into three 








THE ECONOMIST, September 6, 1952 


classes—the civil airlines, the Nato countries, and the 
military establishments.of other foreign governments. 
Three companies, Bristol, Vickers and de Havilland, 
are making a determined effort to build up an export 
trade in civil aircraft. Bristol’s products are its freighter 
(price £90,000), and its turbo-prop Britannia airliner 
({600,000). The freighter, though perhaps on the small 
side for general freight as compared with American 
designs, can accommodate special traffic such as cars 
and livestock that few other aircraft can carry, and for 
this reason it should command an international market. 
The Britannia, which is the British industry’s answer 
to the long-range civil airliners of the American 
industry, has 
only recently flown, 
and its performance 
has yet to be proved. 
Present estimates sug- 
gest that it may be an 
outstanding airliner, 
but since delivery for 
foreign customers 
could . hardly — be 
before 1956, its pros- 
pects lie beyond the 
present discussion. 


. . . through the thin wi 
1949 °<. Havilland VENOM. 





Vickers has in the £200,000 turbo-prop Viscount a 
medium-range airliner probably without equal in the 
market today. Lack of orders led to a considerable delay 
in bringing the ‘Viscount into production, and the 
company’s pre-occupation with the Valiant bomber may 
limit its output in coming months. Export sales of the 
Viscount must depend very closely on the resources that 
Vickers can devote or divert to its production. The com- 
pany has taken orders for 58 of these attractive. aircraft 
from all over the world ; they might be larger if delivery 
could be improved, and perhaps if the company were to 
make a forceful effort to push the Viscount in the North 
American markets that it has not yet visited. It is 
possible-that a jet transport might also be developed on 
the lines of the Valiant bomber, but Vickers is not to be 
blamed for any lack of enthusiasm for diverting design 
or production resources from current military work. 


* 


The de Havilland company remains the largest manu- 
facturer of civil aircraft in the country. It is reputed to 
have the best sales organisation in the industry, and has 
an established export trade in 6 to 20-seat aircraft like the 
Dove (£22,000) and Heron (£37,000) that earns far 
more at present than the Comet ({500,000). So for that 
matter do companies like Percival and Shorts (with an 
amphibious design). Foreign orders for the Comet have 
so far been spasmodic and although the famous Captain 
Rickenbacker of Eastern Airlines was talking last week of 
big orders for the Comet III, neither he nor anyone else 
can have them for five years. De Havilland cannot take 
the heavy commercial risk of laying down extra produc- 
tion lines for Comets until it has a reasonable flow of 
firm orders. The company has been rather unkindly 


criticised for a “ slow rate of output ” without due allow- 
ance being made for these commercial risks. By tooling 
up at Shorts, de Havilland hopes to have Comets for sale 
~ Off the shelf” when airlines become more confident of 
the future of jet aircraft. 


The military market in some ways presents fewer 
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difficulties. There is still a steady flow abroad of 
Vampires, Meteors and trainer aircraft of all kinds to the 
Middle East, Asia and South America, costing between 
£15,000 to £30,000 apiece. Governments in those 
countries are prepared to buy fighters that are by western 
standards obsolete. The Nato countries are not, and 
the possibility of their placing off-shore orders for which 
the United States would pay in dollars, depends on the 
British aircraft industry being able to deliver aircraft that 
they do want. Swift, Hunter and Javelin fighters would 
be willingly accepted. But the first Swifts are just coming 
off the line, and such aircraft could only be sold to Nato 
countries by taking them from the RAF. If recruitment 
into the Air Force were slow, it might be possible to 
divert such modern aircraft to Nato countries without 
sacrifice. If not, the choice would resolve itself into the 
strategic question whether such fighters would be better 
deployed in Europe or in the daylight defence of this 
country. Delays in getting the Hunter into production 
(it was ordered at the same time as the Swift) suggest 
that it will not for some time be available for off-shore 
purchasers. Again, the Javelin will not come off the lines 
for a considerable time, and nor will the heavy bombers. 
On the other hand, the British aircraft industry should 
be in a position to supply Canberras in some quantity at 
an estimated cost of £100,000 apiece, and also Venom 
and Meteor night fighters. Pending.a decision on the 
Swift, these aircraft represent an immediate contribution 
that the industry could make to Nato defence. There is 
also a dark horse. The de Havilland 110 night fighter 
was rejected by the RAF in favour of the Javelin. Had 
the de Havilland company been able to offer earlier 
delivery than Gloster, the 110 might well have been 
ordered since the Javelin, as a production project, is not 
so far developed as the 110. If the de Havilland com- 
pany could convince foreign customers that it can, despite 
its heavy civil and military commitments, give a reason- 
able delivery date, this impressive new aircraft might 
find abroad the market that it so far lacks at home. 


1951 - «to — Hawker HUNTER and Super- 





This survey suggests that there is considerable scope 
for the export of British aircraft. But the possibilities 
can easily be exaggerated. At any one time, only a small 


- number of companies out of the total aircraft industry 


have designs suitable for production and of these even 
fewer are suitable for sale abroad. While the capacity of 
the industry as a whole may not be too large for the 
demands upon it from home and from abroad, it 
can be argued that some of this capacity is in the 
wrong places. The policy of standardisation pursued 
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in the early postwar phase did much to restrict activity 
to one or two companies, to the discouragement of the 
rest. If defence policy is in future keyed to continuous 
modernisation, it will spread work more evenly through- 
out the industry. Orders will still be irregular, simply 
because some designs take longer to develop than others. 
A. V. Roe has been working since the end of the war on 
its new heavy delta bomber ; the outcome is a radical 
advance in aircraft design, but during its seven years’ 
incubation Avro has had little remunerative production 
work. The ability that goes to successful design is not 
monopolised by the commercially successful companies 
in the industry ; it turns up in unlikely places elsewhere. 
Many people believe that the industry could profitably 
be concentrated into four or five companies, but even 
more are convinced that the strength of the British air- 
craft industry rests upon a large number of independent 
design units scattered over the country. The Ministry 
of Supply is for this reason alone resigned to carrying a 
number of passengers on its defence budget, and to find 


Quality or 


Lr HE unique display at which the British. aircraft 
industry presents the cream of its products flown by 
the pick of its pilots has done much to bring the prestige 
of the industry to its present high point. The Farn- 
borough air show is not so much concerned with the 
present as with a future in which changes are likely to 
occur of greater violence and wider implication 
than the industry has yet known. It is an annual common- 
place that some of the aircraft that appear at Farnborough 
have flown for only a few hours and will not be in 
squadron service in quantity for several years. The test 
that the industry has continually to apply to itself is 
whether its designs are abreast of, or better still, ahead 
of, future military requirements. 


In the crudest terms, military requirements today seek 
weapons with which to launch an atomic attack and other 
weapons capable of warding off such an attack. This 
year marks the completion of a development programme 
initiated along these lines at the end of the war. Its 
results, in terms of the aircraft appearing at Farnborough,’ 
suggest that it has been outstandingly successful within 
its self-imposed limits. There are, however, signs that 
those limits may have been too narrowly conceived. The 
RAF has the promise of fighters and bombers that are 
for the time without equal in the world, but certain 
accessories for those aircraft have not been studied with 
the same care, while certain other subsidiary but 
nevertheless vital aspects of air power have been sadly 
neglected. ° 

x 


The nucleus of a striking force is now complete with 
the emergence of a light, a medium and two heavy 
bombers: Now that, in the words of the Defence 
Minister, “the reshaping of our air programme will be 
based on the principle of concentrating more on quality 
than on mere numbers,” the Air Staff is able to give 
early production orders for so advanced a design as 
Avro’s delta bomber, without delays for flight testing. 
A risk of this kind can be taken when permission is 
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work for them even at the expense of more active 
companies. 

The opportunities open to the industry to develop a 
civil and military export market are never likely to be 
better than they are today, for the American industry js 
prevented by its own production embarrassments from 
supplying military aircraft, and is handicapped in the 
civil field by its failure to develop gas turbine airliners. 
While British designs have been conspicuously successful, 
the very difficulties that the industry is likely to experj- 
ence in offering reasonable delivery dates to foreign 
customers suggests that it has mich to learn in the way 
of putting those designs into production. Some of the 
disappointments of the past year are directly attributable 
to deficiencies of management. In the factory too great 
reliance is still placed on individual skill, and too little on 
production engineering that would simplify the actual 
operations. If the aircraft industry is to become, as well 
it might, one of the country’s leading exporters, it must 
learn new techniques of producing in quantity. 


Numbers? 


given to order more than one design in the same class. 
It cannot be taken when equipment has to be 
standardised on one type. 


The progress made in jet engines has changed many 
of the concepts of bomber design. Using two Rolls- 
Royce Avon engines, English Electric have been able 
to give the unarmed Canberra bomber the clean lines, 
the speed and the manceuvrability of a fighter, but the 


.-.» and so, later in the same year, to the DE HAVILLAND 110 
and the Gloster JAVELIN ... 





high fuel consumption of these engines probably costs 
something in terms of range. To give bigger bombers 
the minimum range of 3,000 to 4,000 miles that they 
need can only be done by cutting down the drag—that 
is, the resistance of the air—in a way that has never 
previously been attempted on big aircraft. The unbroken 
lines of the Vickers Valiant bomber, with its thin swept 
wing, represents one way of doing this. The Valiant 
is a bomber that meets an ing Air Ministry 
specification on range and bomb-load, and does so with 
only four engines—an exercise in restraint that compares 
favourably with multi-engined American projects. The 
Avro bomber is intended to have a longer range than 
the Valiant. To get this increase, drag has been further 
reduced by sweeping back the wing at an even sharper 
angle, and eliminating a large part of the tail. 

development of low-consumption jet engines will also 
improve range. The inevitable loss of strength that 
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results from a sharper sweep 
of wing is counteracted by 
filling it into a solid triangle ; 
at the same time, the controls 
normally housed in the aban- 
doned tail fins are placed al 
this new surface. A good dea 
of fuel and equipment can be 
stored inside the wing, reduc- 
ing the size and drag of the 
fuselage. The reason why it is 
still thought necessary to have 
more than one bomber of this 
class in production lies in the 
problems of handling created 
by placing the controls along 
the wing. -At Farnborough, 
flown by a test pilot who has 
done as much as the designer 
himself to create confidence in 
the delta, the bomber appeared 
surprisingly maneeuvrable ; it 
remains for service pilots 
make it behave with the same 
docility. 

The industry has successfully 
built bombers to fulfil service 
requirements on range and 
bomb-load. Whether they fly sufficiently high and suffi- 
ciently fast to elude enemy defences can never be fore- 
seen with certainty. But the problems of defence must 
be broadly similar in all countries. They are being 
met here in three ways—by light, fast interceptors 
such as the Swift and Hunter, by all-purpose, 
heavier fighters like the Javelin, and by guided 
missiles. The use of interceptors of the Swift and 
Hunter class is limited. At heights above 30,000 
feet, it becomes difficult to see other objects in the sky ; 
since bombers are likely to fly in at heights of 40,000 feet 
or more and since they are not likely to come over in 
swarms, they may well be beyond the human ability of 
a jet fighter pilot to identify and attack. Air combat in 
Korea is already providing evidence of the difficulty of 
visual interception at much lower altitudes. 

Fighters capable of intercepting aircraft at such 
altitudes must carry their own radar. The Javelin, and 
the supersonic de Havilland 110, both carry such equip- 
ment. With twin engines, they have the power to climb 
with this extra weight to 40,000 feet within the pre- 
cariously short interval that exists between the detection 
by ground radar of a jet bomber flying at more than 
600 mph and its arrival over the target area. But it is 
a slow and costly process to build such detection 
apparatus into an aircraft, and beyond the capacity of any 
industry to deliver fighters so equipped in number. 
They must, therefore, be reserved exclusively to” meet 
the risk of the small, high-flying bomber force. Fighters 
relying on visual interception will continue to form the 
basis of a defence force against mass raids where there 
is an even chance that the raiders will fly at a sufficiently 
low level to make visual interception possible. 

Guided missiles may reduce the need for fighters, but 
only at a heavy cost. Missiles can be built which, fired 
from the ground, will pick up and “home” on an 
approaching aircraft. A number of aircraft companies are 


working on such weapons and several were on show at» 


Farnborough. But their cost alone is likely to prevent 








30 h August, 1952 . . . and ultimately to the perfect 
UM triangle, the AVRO 698. 
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them from replacing fighter 
aircraft for at least the next 
decade. On the other hand, 
it is possible that a smaller 
type of guided missile which 
can be released from an air- 
craft may come into service 
with less delay, although, if it 
does, :somie thorny problems of 
aircraft identification will arise. 
For these reasons, continued 
development in. fast-climbing 
fighter aircraft is likely to be 
needed, possibly with rocket 
motors or rocket boost to carry 
them to altitudes where the air 
becomes too thin for efficient 
engine combustion. The high- 
speed fighter is also the only 
means, and not a very efficient 
one, of combating the danger 
of attack from low-flying air- 
craft. 

With so much attention con- 
centrated on the immediate 
problems of attack and defence, 
other aspects of air power have 
come a poor second. One of 
these is armament. Continued reliance upon foreign 
designs for cannon presents a strange contrast with the 
resourcefulness shown in other directions. A second 
deficiency is in radio. The radio industry is handicapped 
by lack of research facilities on the scale needed to meet 
special electronic problems at high speeds and altitudes. 
There has, perhaps, been too long a delay in providing the 
industry with specifications on which to work, but now 
that these have been issued, the problems of design are 
proving more complex than was expected. The equip- 
ment of a modern bomber comprises 1,000 or more 
valves, and cannot be made easily, cheaply or quickly. 


A third defect must be laid squarely at the door of 
the industry. Nearly all British fighters have controls 
that are manually operated. At speeds at or above 
Mach 1 (when at any given altitude the aircraft is 
passing the speed of sound) it becomes almost impossible 
to control aircraft in this way. One or two companies 
have for some time past recognised the need for power- 
operated controls for high speed flight, and have fitted 
them to their aircraft. It is interesting to note in this 
context that the de Havilland r1o has frequently and 
regularly exceeded Mach 1, and that the Hunter has 
occasionally and more cautiously done so ; but no other 
British fighter yet appears to have been flown at super- 
sonic speed. Reports from test pilots are now leading 
to the more general fitting of power controls, which 
should lead to higher performance of the aircraft. 


* 


The most neglected branch of the industry has been 
transport aircraft, whether helicopter or conventional air- 
craft. At the beginning of the week the long-delayed order 
for the big Blackburn freighter was announced. This 
is an aircraft that can carry a tank or a bus or 90 troops 
and yet land on a grass air-strip in 500 yards. That 
magnificent conception, the 10-engined Princess flying 
boat, remains a less child. The defence 


ministries may be relying on requisitioning civil 
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airliners like the Comet and Britannia, or they may be 
waiting to see the developrnent of design studies on 
transports evolved from the Valiant and Avro bombers. 
But the same absence of suitable designs does not excuse 
the lack of interest in helicopters. These prehensile 
machines make strange partners for the jets, but they 
are a no less necessary part of defence equipment. Yet 
the Bristol Aeroplane Company, which demonstrated this 
week the world’s first twin-engined helicopter, has been 
obliged to attempt this difficult feat of design for its 
first multi-seat helicopter in order to attract the interest 
of civil operators. There are signs that the Army, which 
would be the principal user of helicopters, is ceasing to 
regard them as an expensive form of flying jeep, and 
beginning to appreciate real tactical possibilities for rapid 
movement and evacuation of troops and materials over 
terrain, land, water or beach, that cannot be crossed by 
other means. The Navy has also done some testing 
of helicopters on carriers. This interest has not, how- 
ever, reached a stage where it is leading to any direct 
sponsorship of suitable designs. Here, perhaps, is one 
aspect of the rearmament programme that would bear 
closer investigation. 


FL ge Ae ROE 
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By concentrating the greater part of the industry’s 
design resources on fighters and bombers, the country 
has been assured of the minimum number of effective 
designs for attack and defence. It is now necessary to 
take a wider view if the industry is to fulfil an imporiant 
role in the country’s economy and not simply in its 
defence. Aircraft design cannot be canalised into types, 
Civil designs depend on military research and on military 
engines. Even a company so heavily committed and so 
successful in civil aircraft as de Havilland has come to 
the conclusion that it cannot afford to retire from the 
field of military design, while a military aircraft builder 
like Vickers looks in turn to the market for air liners to 
tide over periodic and inevitable fluctuations in military 
demand. It would be easy to conclude that the British 
aircraft industry should concentrate its resources on the 
design and construction of one or two types of aircraft 
for sale at home and abroad simply because it has at this 
time one or two outstandingly successful designs in pro- 
duction. But if new designs are to present themselves 
as attractive research projects, the industry must have 
some assurance that a potential home market, however 
limited, does exist for them. 


What Sort of Air Force? 


Wt Mr Churchill last spoke on defence, before 
the House of Commons in July, two thoughts 
seemed uppermost in his mind: the need to provide the 
right kind of forces for “‘ a long cold war,” and the fool- 
ishness of ordering and producing now large quantities 
of weapons that will rapidly become obsolescent. It 
sounded as if he had taken the vital decision that chiefs of 
staff find it so hard to recommend—the decision that a 
major war involving Britain is unlikely in the next three 
or four years. 


To take the view that a major war is unlikely in the 
immediate future is not, of course, to rule it out alto- 
gether. It is obvious that the Nato powers must provide 
the nucleus for expanding rapidly the sort of forces 
that will be needed if war breaks out in Western Europe 
before the mid 1950s ; in other words they must have 
—and have quickly—the nucleus of a first-class 
jet fighter force (both day and night), and of a medium 
and strategic jet bomber force. But they must also have 
on hand the rather different weapons needed to deter the 
outbreak, not of a major war in Western Europe, but of 
new and localised “ Malayan type” or even “ Korean 
type ” wars (say in Indo-China or Burma). And they 
must prepare themselves against the possibility that a 
major war may break out in Europe after the mid-1950s, 
that is after the race between jet aircraft and guided 
missiles (both offensive and defensive) may have been 
decided in the favour of the latter. 


* 


The strategic demands are therefore complex and, above 
all in these days of continuous scientific research and 
carefully planned industrial development, quite appal- 
lingly expensive. Otherwise, they are fairly familiar. The 
problem of whether to provide for “ war tomorrow ”’ or 
“war ten years hence” is not new; it has harassed 
Britain's naval designers all through the twentieth 


century. The cold war is imperial policing in a new form 
—without the Indian Army. The differing natures of 
the threats in Europe and the Middle East are familiar. 
The danger to industry and the civil population in these 
islands is that of 1940, with the possibilities of vital 
damage greatly increased. What are new are the scope 


English Electric twin-engined CANBERRA bomber. 





and strength of the Atlantic alliance, of which this country 
is a member and the economic difficulties that limit the 
exercise of British power. 

In practice, these two new factors merge—and should 
merge—into one. Britain has to limit demands on the 
engineering industry because of its decisive importance 
in the export trade ; the Government must, therefore, 
select carefully between alternative weapons and can 
order large production only when sure that they have 4 
winner, like the Centurion tank or the Canberra bomber. 
But nowadays, when there is the possibility that some 
hundreds of millions of American dollars may become 
available to buy British arms for allies in Nato, it is 
necessary to get those allies to agree on what is a winner— 
that is to say, better than something they can produce. 
Fortunately, this is one case where sound military and 
sound economic strategy seem to point in the same 
direction ; it has always been intended that Nato should 
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create integrated and balanced forces of all arms, for the 
defence of an area spreading from northern Norway to 
North Africa and from Northern Ireland to the eastern 
frontiers of Turkey. Britain—like France—has overseas 
commitments beyond this area and is, therefore, entitled 
to decide for itself what forces are necessary for tasks out- 
side the Nato area. But within the Nato area it is difficult 
to see why the various fighting and production roles 
should not be distributed among allies according to skill, 
capacity and wealth—as well as according to traditional 
interests and geographic advantage. . 


It is against this complex background that the tasks 
of the RAF may be summarised. First and foremost— 
both from the point of view of this country and of the 
whole Atlantic alliance—must come the defence of the 
British Isles. There lies the seat of British power and 
there, too, lie ports, bases and airfields vital to the 
strategy of Nato and the Commonwealth. For the pre- 
dictable future this task will be entrusted to the Hunters, 
Swifts, Javelins and D.H. 110’s. Within a decade these 
may give place to the rocket aircraft and radio-guided 
missiles—how soon and how much is a closely guarded 
secret. But there are some predictable problems of the 
robot age for which the RAF should be planning now. 
The new weapons will tax not only the capacity of in- 
dustry but also the skill of operators and directing staffs. 
Training standards will have to be high and there will 
be little time in war to correct errors in defence organisa- 
tion. The Dowding of the future will need a perfected 
early warning system and new tactics against high-flying 
jet bombers and rocket attack—if the balance of advan- 
tage is to switch to the defenders. 


Second in RAF calculations must be the watch on the 
Atlantic and other trade routes. The jobs done against 
the U-boats by the Hudsons, Sunderlands, and Welling- 
tons. would have to be done again in a world war, 
probably over even greater ranges. Long-range aircraft 
like the Shackleton and the Carrier-borne Gannet are 
therefore as vital as ever. It is far more difficult than it 
was to detect the long-range submarine, which can now 
stay submerged for days on end. Therefore Coastal 
Command will need not only the most intricate and 
expensive electronic equipment, but also a large reserve 
of first-class radio engineers—as, indeed, will all the 
fighting services. 


Third might come the function of reconnaissance. To 
give it this position is to invite bitter controversy, but that 
is preferable to the virtual neglect of this function of air 
forces both in the United States and in this country. 
There was a grave weakness in British air reconnaissance 
in the early stages of the last war which should not be 
allowed to occur again. The reconnoitring aircraft not 
only provides eyes and ears for all arms; it provides 
weather intelligence indispensable to bomber forces, can 
secure vital radar intelligence, and is the best means of 
assessing bomb damage. The Luftwaffe fell down badly 
on air reconnaissance in the last war, as the commanders 
responsible for the allied landings in North Africa, Sicily 
and France will gratefully acknowledge. Soviet intelli- 
gence, on the other hand, has always attached high im- 
portance to air reconnaissance. Clearly, the RAF cannot 
afford a large force of specialist squadrons for this work ; 
but it could institute specialist training for picked crews 
in all types of squadron. And the cold war will offer 
excellent opportunities for practising their skill. 


Fourth—and here again the strategy needed for the 
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cold war seems to merge into that which would be 
needed for a hot one—comes the transport aircraft. The 
cost of moving British troops on their imperial and cold 
war duties might be considerably reduced by the use of 
suitable air transports. (At any moment, nowadays, there 
are between 35,000 and 40,000 men “in the pipe line ” 
between home and station, and between stations.) More- 
over, the defensive plans of Nato will increasingly 
depend on the swift movement of troops and equipment 
and air squadrons over the vast area of the free world. 
With a big air lift capacity and with some standardisation 
of equipment, Nato might well lighten its burden of 
gatrisoning and maintaining big local forces. Here, 
Britain could make a major and unique contribution to 
Nato’s resources—and earn foreign currencies in the 
process—if its allies will back its winners. In jet trans- 
ports British industry could lead the world, with the 
Comet, the Viscount, and the Britannia. Moreover, 
for Commonwealth defence, the role of the transport 
plane could be crucial, ‘provided that Transport 
Command is not again treated as the Cinderella of the 
RAF and its crews sacrificed to Bomber Command. 


It is true that this country’s productive capacity is 
limited ; and it may, therefore, seem absurd to advocate 
a major effort in transport aircraft when there are so many 
other things to be done and when foreign orders for 
civilian air liners can be met only with great difficulty. 
But it is perhaps time that the choice—if it is a straight 
choice—between bombers and transport aircraft were 
faced, or at least publicly discussed. Nobody denies that 
to achieve air superiority in war, the battle must be taken 
deep into enemy territory ; it is vital to take the initiative 


Vickers VALIANT four-engined bomber. 





and remain on the offensive. That, however, is the func- 
tion allotted by the Americans to their strategic bomber 
forces, and to the atomic bombs that they will carry. 
Given the existence of the Atlantic alliance, can a good 
case be made out for a British bomber force that would 
merely duplicate this role ? And, if such a case can be 
made on such military as well as political grounds, can 
Britain afford a force large enough to be effective ? 


It is difficult for the layman to know how large, in fact, 
a bomber force of modern jet aircraft would need to be 
for effective strategic attack. The Valiant jet bombers 
have been conceived as carriers of atomic weapons over 
great distances and could attack many, if not the most 
remote, industrial centres in Russia. But they have be- 
come by the swift changes of design and standards, 
medium bombers ; perhaps the new Avro Delta bomber, 
which was flying at Farnborough this week, is the pre- 
cursor of the heavy bomber of the future. Whether 
Britain can afford the luxury of a large force of strategic 
bombers, in addition to its heavy burdens of air defence, 
is another matter for argument. Better an efficient defen- 
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sive force than bits of everything is the verdict of some ; 
strategic bombing responsibilities, they argue, must be 
ieft with the Americans. But to this there is an important 
counter-argument. The rate of advance in jet bomber 
development in Britain leaves no time for nice calcula- 
tions of integrated forces and equitably shared defence 
burdens. Such calculations may be essential to the full 
maturity of the whole Nato conception ; but if the British 
aircraft industry can produce brilliant machines which 
are in many ways ahead of the best that America can at 
present offer, how are they to be developed for squadron 
work unless the Air Ministry orders them for bomber 
command or unless the United States Air Force is itself 
prepared to buy them ? 


There are many other uncertainties in the strategic 
picture. For example, the role of the tactical air forces 
may have to be constantly reviewed. Commitments to 
support the ground forces of the European Army are 
heavy ; fighters and fighter bombers are needed in 
Malaya ; the tactical use of atomic weapons against 
ground forces presents new problems. The temptation 
will be to disperse effort, to have a dab at everything, to 
postpone production in the hope that something better 
is on the way. And there will always be the natural dis- 


Civil Aviation 


Re civil aviation is in better shape than it has 
ever been. The two airways corporations have 
established themselves on the sound basis that civil 
aviation is a business—different in technique, but in other 
ways much like any other industry. Recently independent 
operators were given opportunities for playing a larger 
part in the development of an industry which may become 
as important as the merchant marine has been in the past. 
The major corporation, British Overseas Airways, 
suffered much at its inception from the carry-over of ideas 
from the scale and nature of wartime operations, as well 
as from the over-enthusiasm of the early postwar years, 
when the staff was allowed to expand to an excessive size. 
The price of misjudgment was a painful process of reduc- 
ing its staff by one-third—at a time of general expansion 
in the industry—and the severe strain on morale that 
such cuts imposed. British European Airways was more 
fortunately placed, since it was separated from BOAC in 
1946, and started its career with a staff of more appro- 
priate size. Even so, it could not wholly escape the reper- 
cussions of events taking place in its sister corporation. 


Partly as.a result of plans laid seme years ago to obtain: 
improved aircraft. which are now bearing fruit, BOAC. 


succeeded in its latest financial year to last March in 


pulling itself out of the red for the first time ; preliminary 
figures issued early in May, showed that it earned an 
operating surplus of {1,227,000 before paying interest 
on capital. BEA has not yet worked its way into profit- 
able operation, and sharp rises in its operating costs have 
pushed its break-even point to 75 per cent of full 
capacity. But its traffic is rising rapidly, and in July 
(when summer traffic is always at a peak) BEA made a 
profit of £108,000. Only four years earlier, the corpora- 
tions’ break-even points were approximately 115 per 
cent of aircraft capacity, beyond the bounds of physical 
achievement. Here is evidence of considerable improve- 
ment in financial and technical management. 
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ition of the air staff to insist on a “ balanced force” 


‘of bombers, fighters, transport and reconnaissance 3\:- 


craft. Whether Britain can afford—or must afford—s\\}, 
a force, is a problem on which the layman hesitates to 355 
judgment without far more information than he is |ikcly 
to get. But he is at least in a position to ask for wider 
public discussion. That discussion should be centred on 
a limited but specific battery of questions. If Britain ; an 
best produce jet transports—say with the assistanc: of 
Canada—then what are the objections to proposing :!at 
American and all other Nato forces buy and use them, 
leaving to the United States the provision of heavy 
bombers? If France could produce and sell the right kind 
of reconnaissance aircraft, then why not let the French 
use British and American fighters? Against such icicas 
there may be weighty political, financial and technical 
arguments to be heard ; but the case for the defence has 
never been fully stated in public. On the face of i: an 
agreement within Nato, which would allow nations to 
specialise in what they do best and rely on allies for the 
rest, would seem to offer to this country a way of making 
the best of its productive resources without a crippling 
effort to do everything. Air strategy must not be allowed 
to crash between too many tempting stools. 


as a Business 


The corporations aim to equip themselves throughout 
with British aircraft as soon as suitable types are available. 
Their financial success is therefore closely dependent on 
the ability of the British aircraft industry to produce air- 
craft that have good economic characteristics as well as 
high technical qualities. At present, the British aircraft 
industry is not abreast of the American industry in this 
matter. No British aircraft at present in service can com- 
pare favourably in the international field with the 
economics of the latest versions of the Douglas DC lass 
or the Lockheed Constellation. The United. States is a 
vast area, and internal air services have been developed 
on a scale far exceeding that of Americar international 
services. Such coast-to-coast services have naturally 
encouraged the development of aircraft suitable for the 
stage lengths common in international and even trans- 
atlantic operations. This fact has given American 
builders an advantage over British aircraft manufac- 


turers, who have had to uce long-range commercial 
aircraft from scratch, vee tal by evolution of | ypes 


long proved and suitable for intensive domestic services. 
Despite all this week’s enthusiasm, it is still true (hat 
De Havilland COMET jet airliner. 
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there is no British-built aircraft in service capable of 
flying the Atlantic non-stop with an economic payload. 
This is not only a matter of national prestige. It is also 
an item of importance in the national balance sheet. With 
the right products to sell, the aircraft industry can build 
up an export trade of great value. In addition, BOAC’s 
transatlantic services earn considerable amounts of 
dollars for this country, and are capable of earning more. 
But until British transatlantic type aircraft are avail- 
able, many, if not all, of these dollars must be spent again 
in paying for American aircraft and their spares. These 
considerations explain the hopes that are placed in the 
Bristol Britannia and in the later marks of the de Havil- 
land Comet. 


The pattern of routes operated by the air corporations 
throughout the world is settling down into a kind of aerial 
permanent way. In common with other international 
carriers, the British corporations are now seeking to 
extend the market for air travel, by attracting a much 
wider public to tourist services at fares about 30 per cent 
below the first-class fare level. Services at cheaper fares 
take different forms, according to circumstances. On the 
short European routes, where end-to-end journeys are 
completed in a few hours, and people normally prefer to 
travel during the day, aircraft have always been under- 
used during the night. This fact justifies the offer of 
cheaper fares at night time. On the longer international 
routes, aircraft are habitually used day and night because 
of the length of journey ; the introduction of tourist fares 
on these routes has been achieved by higher density seat- 
ing and getting more passengers into the aircraft with 
somewhat less comfort. Even so, because long-range air- 
craft started by allowing passengers generous space, the 
comfort and seating density of a longe-range tourist air- 
craft is hardly less than that of a short-range first-class 
aircraft, as may be seen by comparing the seating of the 
BOAC tourist Constellation with that of the BEA Ambas- 
sador. 


* 


BOAC’s introduction of tourist services across the 
North Atlantic this summer has been quite as successful 
as was hoped in tapping a new market—and 4 dollar 
market at that. The corporation plans to expand tourist 
services next year by introducing them on some Eastern 
and African routes. If this line of development is 
followed to its logical conclusion, it suggests a route 
pattern in which the corporation operates both first-class 
and tourist services on most of its routes. This would 
seem to involve the operation of two types of aircraft 
along the same route at the same time, which would mark 
a departure from existing practice. 


Bristol BRITANNIA turbo-prop airliner. 






It is the Government’s intention to encourage indepen- 
dent operators to put on yet a third class of service, 
described in the terms of reference of the reconstituted 
Air Transport Advisory Council as a “ Colonial Coach ” 
class. The object is to provide the public with the oppor- 
tunity to travel by air at fares substantially below the cor- 
porations’ tourist fare level. But aircraft design is devel- 
oping so fast that the reductions in operating costs of 
newer types of aircraft may well offset any advantages to 
be gained by the use of written-down or second-hand 
equipment. If the corporations genuinely try to establish 
tourist fares at the lowest level that new types of aircraft 
justify, and if operational standards are fully maintained 
by the independent operators, it may be difficult for the 
latter to undercut the corporations’ fares by the sub- 
stantial margin required to attract a new class of traffic. 
On the other hand, if the corporations’ level of operating 
costs were to exceed that of an equally reliable indepen- 
dent operator by a wide margin, there would certainly 
be cause for concern about the quality of their direction 
and management. 


American domestic operators have developed freight 
services most successfully in recent years. Although air 
freight costs are many times higher than surface costs, 
speed and frequency of delivery by air can permit con- 
siderable reduction of dispersed stocks, with savings often 
sufficiently great to offset the higher cost of air transport. 
Encouraged, no doubt, by these results, a number of 
foreign international carriers have placed orders for 
freighter versions of the newest American aircraft ; and 
it is believed that both British corporations are interested 
in the possible adaptation of new British aircraft for 
freight services. But the factors which have contributed 
to the successful development of air freight services in 
the United States do not necessarily hold good in other 
parts of the world, where customs barriers intervene or 
distances may be much greater. Much freight is already 
carried by air as fill-up load on passenger aircraft, and 
indeed is necessary for the successful economic operation 
of scheduled services. In the development of additional 
all-freight operations in the international field, either as 
scheduled or as tramp services, this country should play 
a leading part ; perhaps the independent operators can 
make their greatest contribution to the development of 
British civil aviation in this direction. 


* 


Both corporations need a period of stable and«steady 
leadership, under which they can build up tradition and 
experience of business management—which their rapid 
growth and frequent reorganisation have impeded. To 
describe them as'monopolies, and to argue for permanent 
interference to prevent abuse of alleged monopolistic 
powers, misunderstands their real position. The corpora- 
tions are the only designated British operators in the 
international field—apart from certain private companies 
who have associate agreements with them for limited 
operations. But this fact does not make them monopolies. 
In fact, BOAC and BEA between them do not account 
for more than about 15 per cent of the world’s inter- 
national airline business. They are the nominated 
representatives of this country in a fiercely com- 
petitive industry in which prices are determined by 
international cost levels ; hence, their financial results, 
related to those of other operators, provide some indica- 
tion of relative efficiency. Two corporations give room 
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for different ideas of management and operating tech- 
nique to be applied ; and they are a safeguard against the 
drawbacks of undue size. But is it certain that (compared 
with KLM and Air France, for example) British civil 
aviation is not handicapped in the all-important matter 
of commercial traffic rights by -the existence of two 
separate legal entities in the same field ? Again, it is 
highly desirable to give scope for the independent 
operators to develop. - But it is to be hoped that the 
procedure of the ATAC will not place the British corpora- 
tions at a disadvantage with their international com- 
petitors, by compelling them publicly to disclose their 
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plans long in advance and by restricting their freedom 
rapidly to adapt their route patterns to changing world 
conditions. If the British corporations are to acquit them- 
selves well in the strenuously competitive field of woriq 
civil aviation, they ought to be able to make effectiy. 
response to steps taken by their foreign competitors. They 
deserve no undue privilege as public corporations, by; 
they ought to be allowed to get on with their business 
without the constant barrage of criticism that sometimes 
afflicts. public corporations. Their progress in the last 
year or two certainly justifies the hope of businesslike 
progress in the future. 


AIR CORPORATIONS 
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(Continued from page 591) 
tively valued, are still further increased from 
£ 183, 763 to £234, 240 and Trade Investments 
have been further increased by the sums 
advanced towards the Australian enterprise 
al Sydney. 

The net current asset position has further 
strengthened from £517,947 to £610,226. 

The group revenue reserves have been in 
total increased from £362,226 to £500,442, 
well able to support the porerr doubling 
of the Issued Share Capita 

Reviewing the year’s trading, I am pleased 
to say that notwithstanding the shortage of 
supplies we have increased our turnover. 

We are anxious to keep down prices, but 
this has been difficult in the face of market 
conditions and costs of production, which 
have continued to rise in price throughout 
the year. Our aim has, been, however, to 
offset this as far as possible by increased 
efficiency of production, 

Our associated Sydney company, the 
Wolverhampton Metal Campany (Australia) 
Proprietary, Limited, commenced production 
during the year, and there still remains much 
to be done before this new venture reaches 
full capacity. 


TRIBUTE TO EMPLOYEES 


I would like to take this opportunity of 
again paying tribute to the loyalty and high 
quality of service rendered by our employees, 
which the directors have done their best to 
recognise, not only by a careful considera- 
tion of the level of salaries and wages, but 
by the bonuses and’ pensions benefits which 
have been instituted. There is also the 
Employees’ Service Fund, to which the direc- 
tors have voted the further £2,000 to which 
I referred earlier. 


We do indeed recognise the service which 
workpeople, staff and executive have all con- 
tributed to the success of our group and I 
should like to take — this 
sincerely thanking each one of them, in your 
name and my own, for their loyalty and help. 

These results would not have been achieved 
without the support and goodwill of our 
many customers who have put their trust 
in us. We can assure them that their interests 
will continue to be a prime consideration. 

Any forecast of results would be very un- 
wise, but we feel we can face the future with 
quiet confidence, 


opportunity of. 


‘ 


The report was adopted. 

At the subsequent extraordinary. general 
meeting resolutions capitalising (193.311 of 
reserves and issuing same in the proportion 
of one fully-paid share of 5s. for every 5s. 
stock unit held were approved. 





GROSVENOR HOUSE 
(PARK LANE) LIMITED 


FINANCIAL POSITION STRENGTHENED 


The twenty-fourth annual general mecting 
of Grosvenor House (Park Lane) Limited was 
held on September 4th in London, Mr 
Charles S. Taylor, MA, DL, MP (the 
Chairman), presiding. 

The following is 
circulated statement: 

During the year under review two excep- 
tional circumstances have affected our turn- 
over. The first was the Festival of Britain, 
which to some extent lengthened the London 
season. Let. me make it clear, however, that 
although the country as a whole may have 
benefited by the increased number of tourists 
to Britain, the revenue of Grosvenor House 
was not so substantially increased in propor- 
tion, because our bedroom accommodation is 
in any case fully occupied. during the.summer 
months. Let us hope that those responsible 
for encouraging tourism to this country will 
do even.more to lengthen the present London 
season by encouraging attractions in the early 
spring and the autumn. 

The second exceptional circumstance was 
the sudden death of the King which naturally 
interrupted the normal flow of the nation’s 
life, and led inevitably to the cancellation or 
postponement of many functions in the hotel. 


During the past year we have had to face 
a constant rise in costs. The prices we have 
had to pay for all commodities jhave risen 
materially, and this, of course, included food, 
our largest item of expenditure. 

The supply of competent technical staff in 
some of our ents is a perpetual 
problem. I am happy to announce, however, 
that a National Apprenticeship Council for 
the Hotel and age Se has been 
set up, and, taking a long view, it should 
make a very valuable contribution to the 
improvement of standards of catering in this 
country. 

We fully appreciate the need for conserv- 


an extract from his 
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ing our national resources, including the con- 
trol of purchases of food from abroad, but it 
is disturbing to us that the importation of 
certain foodstuffs, some of which are of great 
importance to good class catering, has been 
seriously restricted, and now that these cuts 
have been made it will create immense 
problems for the management in its effort 
to maintain satisfactory menus. 


REPAIRS AND MAINTENANCE 


In view of the present: level of costs of . 
replacement and the amount standing to the 
credit of the provision for maintenance 
account, your directors have again decided to 
transfer £25,000 to this account. You will 
readily understand that when the time comes 
to replace some of the major installa- 
tions in the building, for example, boilers, 
the cost of replacement will be vastly greater 
than the original cost and, of course, the 
replacement of these major installations must 
be done on the most modern lines. A good 
illustration of what I mean is the passenger 
lifts in the main lounge, an expensive item, 
which, when they were put in, were unique 
in any public building in this country, and 
they are still among the most modern lifts 
in the world. 

‘ It is for the reasons outlined above that 
your board has pursued a cautious financiai 
policy during the postwar years and as a 
result not only have the years of maintenance 
arrears been overtaken, but also the weak 
war-time balance sheet has been satisfactorily 
strengthened. We can now look forward to 
the future with confidence, Your directors 
believe that the company is well equipped 
to reap the maximum possible benefit from 
the business that is and will be available in 
all its departments, the hotel, flats, banquet- 
ing and ancillary services. 

In conclusion, once again I must pay a 
warm tribute to the excellent spirit of the 
staff. We believe that we have good reason 
to pride ourselves on the splendid human 
relations that have been built up between 
management and staff, which are reflected 
in the welcome extended to our visitors. 

Addressing the meeting on the subject of 
the recently published intention to make an 
offer for the ordinary stock of the company, 
the chairman said that in his opinion certain 
other tentative approaches were not likely to 
materialise, although discussions had not yet 
been concluded. 

The report was adopted. 
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SIR ROBERT 


cALPINE 


& SONS 





Civil Engineering and 
Building Contractors 





McALPINES have always been in the forefront of developments 
in concrete construction, and early recognised the special merits of 


prefabrication. In 1923, they built the Palace of Industry in the 


. British Empire Exhibition at Wembley, with prefabricated concrete 


columns and trusses of 50 ft. span. 


McALPINES have introduced this method of construction into all 


types of structures, and the latest example is the turbine house 
at the Acton Lane “ B” Power Station, for the British Electricity 
Authority, constructed with prefabricated concrete columns and 


beams, weighing 34 tons and 30 tons respectively. 


Prefabricated construction in concrete helps the country’s economy 
with its speed in erection, saving of steel, and highest standard of 
efficiency. ' 


80 PARK LANE : LONDON : W.1 


AREA OFFICES IN SOUTH WALES, MIDLANDS, TYNESIDE & SCOTLAND 








